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WEDNESDAY, NOVEMBER 16, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON HovsING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Avprrorrum, Porice Buriprne, 
Los Angeles, Calif. 

The subcommittee met at 10 a. m., Hon. Albert Rains presiding. 

Present: Messrs. Addonizio, Barrett, O’Hara, Ashley, Talle, Mc- 
Donough, and Hiestand. 

Mr. Ratns. The committee will come to order. 

This is the third field hearing of the Subcommittee on Housing of 
the Banking and Currency Committee. I will state for those present 
that the previous ones were held in New York and Philadelphia, and 
at the conclusion of this hearing the committee will hold a hearing in 
Chicago next week, and after our return to Washington, of course, we 
have quite a program outlined for hearings there. 

I would like to say for the record that we are here in Los Angeles 
for the express purpose of trying to gather all of the facts on all of 
the facets of the housing problems with which this great city is con- 
fronted. We are delighted to be here in the home city of our esteemed 
colleague, Gordon McDonough, and especially to be here in the city 
which has for its distinguished mayor one of our former colleagues, 
now Mayor Poulson. 

Also sitting on our extreme right is our colleague on the Banking 
and Currency Committee, whom we are glad to see and have here to 
sit with us in the committee, Mr. Hiestand. 

The members of the committee—and this is only for you present— 
on my right is Congressman Gordon McDonough, of California; next 
to him is William Barrett, of Pennsylvania; of course, Mr. Henry Talle 
on my left; Mr. Hugh Addonizio, of New Jersey; Mr. Barratt O’Hara, 
of Illinois; and Mr. Thomas Ashley, of the city of Toledo, Ohio. 

Mr. Mayor, we are delighted to be here, and we are going to see this 
hearing off by listening to His Honor; so if you will come around and 
take the witness stand, we will be delighted to hear from you. 





STATEMENT OF HON. NORRIS POULSON, MAYOR, CITY OF 
LOS ANGELES, CALIF. 


Mr. Poutson. Thank you, Mr. Chairman, Albert Rains, all of my 
former colleagues. It is like old homecoming to come back here, and 
it is especially unique to be on the other side on the witness stand. I 
want to say that we appreciate your interest in coming out here and 
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holding these hearings, because we think that we have some unique 
problems. We also realize, as you do, that there is a great deal of 
activity in this particular field. 

I am glad to know that you have covered a great deal of the area 
yesterday and saw that it wasn’t entirely talk when they say that there 
is a lot of development through this section, and I think you probabl 
found out, as I have found out every day when you are driving aroun 
all over this area you might be in the city and you might not. It is 
pretty hard to tell where you are. It is quite interesting to know that 
just in this particular metropolitan area we have in Long Beach 
County—we figure there are in excess of 5 million people. In the city 
here we have around 214 million people and over a thousand 
neighborhoods. 

Our problem is so much different from many other areas because 
the people have different habits here. They want to live in a little 
house rather than go up in the elevators. That is true of certain 
developments we have had out here. We have had one large private 
insurance company which built some height-limit apartment houses 
5 or 6 years ago, and I think up up until just lately is the only time 
they could say they were occupied, because our people think, act, and 
live differently here. 

So our problems cannot be compared with the other large cities of 
the East. We have here in our city government three separate divi- 
sions handling certain phases of this housing problem, and I might 
say that we have a commission form of government. The head of 
each department is a citizens commission of five commissioners ap- 
pont by the chief executive, who sit as a board of directors in 

irecting the policies. They are generally people always in other 
walks of life because this is a public duty that they assume and, of 
course, it only takes a portion of time. There is one meeting a week, 
but many find they are spending a great deal more time. 

Mr. Rarns. What do you call that borough agency ? 

Mr. Povuison. Well, we have 19 commissions, and I am going to 
bring out the three different commissions which handle the various 
problems here. 

First we have the housing authority. The manager is Mr. Howard 
Holtzendorff. He has been the manager for many years. The pres- 
ident of that commission is Mr. George A. Beaves, who I understand 
will present the story from their standpoint. This is the commission 
which handles the public housing. 

Mr. Rarns. That is the housing authority set up by Federal act? 

Mr. Poutson. Yes. Now, that problem is not one which needs 
any particular attention because the only way we can have any 
additional housing is by a vote of the people, and all of the hous- 
ing units, as I understand it, have been completed now and it is a 
case of administration, and that job is going along in fine shape. 
However, I will leave it up to the particular heads of those depart- 
ments because I think they are much better qualified to give you the 
true picture than it would be for me to try to tell you all about the 
19 functions. 

Mr. Barrett. Mr. Chairman, may I interrupt for just a minute? 
Mr. Poulson, you are a very distinguished mayor and because of that 
light I can’t see you. 

Mr. Rats. Turn it around. 
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Mr. Poutson. I will tell you it bothers me. 

Mr. Barrerr. Thank you. 

Mr. Poutson. Then the other commission is the Community Re- 
development Agency, which is headed by a Mr. William T. Senson, 
who will be here before your committee to tell you of the problems 
and the projects we have, and I understand you have already viewed 
the Bunker Hill project. 

And then the other one is the department of building and safety, 
under whose jurisdiction is the rehabilitation program, that is, the 
enforcement of the codes, and we have a very extensive program 
operating in that field. 

Mr. Rarns. We were quite impressed with that yesterday. 

Mr. Poutson. Were you out near Skid Row? 

Mr. Ratns. We traveled the city over and saw a great many evi- 
dences of rehabilitation by enforcement of the codes. 

Mr. Poutson. And there is need for much more. I was in hopes 
that you would be able to get out to the Pocoima area, because in that 
section it is remarkable how they have rehabilitated that area because 
of the spirit in which all of the individuals have taken hold and done 
it by themselves. 

Mr. McDonovueu. We saw the Ann Street project, the Bunker Hill 
project, and the Temple Street project. 

Mr. Poutson. Mr. Morris will testify as to their activity. 

Now, what I have attempted to do as the mayor is to have each 
of these departments extend their efforts in developing the functions 
which come within that particular commission and through the co- 
operation of the various departments I think we have worked out 
a cooperative program so that everybody does his work and is now 
not worrying about whether his is more important than the other 
function, because I think that in a great city the size of Los Angeles 
that all of these programs find their place, and so I would like to 
have the technical testimony presented by the heads of these depart- 
ments. I have a very short statement, which is merely a formal 
statement. 

Mr. Ratns. Do you want to read it or just put it in the record? 

Mr. Poutson. Just submit it for the record. 

(The statement of Mr. Poulson is as follows :) 


STATEMENT BY Mayor Norris POULSON ON THE COMMUNITY REDEVELOPMENT 
AGENCY OF THE CiTy oF Los ANGELES, CALIF. 


The city of Los Angeles declared a need for and established a community- 
redevelopment agency in 1948, based on extensive studies made by the city 
planning department of the existing blight conditions in the city. 

The agency pursued studies of several projects during the years intervening 
until the constitutionality of the State redevelopment law was finally adjudi- 
cated in January of 1954. During that year the first redevelopment project 
in the State was launched, namely, the Ann Redevelopment project, which is 
now well along toward completion. 

In 1952 the building and safety department launched a rehabilitation pro- 
gram, which has been active ever since. To date the department has surveyed 
15,000 parcels of residential property in 10 different areas, and so far 5,350 
structures, which include a total of 16,500 living units, have been rehabilitated 
and 1,375 structures demolished. 

The workable program for urban renewal in the city of Los Angeles was 
prepared at my direction and submitted to the Housing and Home Finance 
Agency last December. It was approved by the Housing and Home Finance 
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Administrator. Of the 7 points of the workable program, the city of Los Angeles 
complies in all but 2, neighborhood analyses and a relocation program for site 
occupants displaced by any governmental action. Even though there is a well- 
operated relocation function in the community-redevelopment agency for its 
projects, plans are being developed now for the relocation of families displaced 
by other governmental action, such as the building of freeways, the rehabilitation 
program, or displacement of families occasioned by new park or school sites and 
other public works. 

The neighborhood analyses of the city has been started but the need for 
additional planning personnel for this important part of urban renewal is 
recognized. The city administrative officer has made a study of the need for an 
adequate staff to handle the analyses of neighborhoods for renewal purposes and 
recommend corrections for the blight each study discloses. There are about 
1,000 neighborhoods in this sprawling city of more than 2 million people in 456 
Square miles but only about 100 of these neighborhoods will be studied at this 
time. Most of these are in or near the older part of the city downtown. 

The other requirements of the workable program are met and include codes 
and ordnances, a comprehensive community plan, administrative organization, 
financial ability, and citizen participation. 

Coordination of the various blight elimination departments and agencies of the 
city of Los Angeles is being developed by my own mayor's blight study committee 
under the able chairmanship of the city administrative officer, Samuel Leask, Jr. 
The committee is represented by experts in their field from the city planning, 
health, fire, building, and safety departments and the community redevelopment 
agency. 

We are fortunate in the city of Los Angeles that we do not have the great 
areas of extreme substandard and slum conditions many of the older cities of 
the East and Midwest have and particularly in population densities common to 
those cities. We have an opportunity here to correct much of our blight through 
rehabilitation and this work is progressing well. Where complete clearance 
and redevelopment is needed we are planning to make the best possible use of 
the cleared land. We know once these areas are rebuilt they will stay that 
way for decades. We are, therefore, keeping in mind the needs of the modern 
city and the future city as far as we are able to peer into the future at this 
time. I have in mind, in addition to public needs, such as schools, libraries, 
streets, and playgrounds, the works of private enterprise so necessary to the 
efficient operations of the urban complex, such as modern warehouses, truck 
terminals, piggyback railroad yards, parking facilities, and up-to-date apart- 
ments and houses. 

The Community Redevelopment Agency of the City of Los Angeles, under the 
chairmanship of William T. Sesnon, Jr., is pursuing the redevelopment program 
with the foregoing principles and objectives firmly in mind. Here is a brief 
résumé of the redevelopment and urban renewal projects now underway or being 
planned : 

The Ann redevelopment project is a 33-acre area a mile north of the city 
hall, about half of which is substandard residential uses mixed in with factories 
in an area planned and used for industrial purposes. Our object here is to 
acquire all property used for dwelling purposes, to relocate site occupants who 
need this assistance into standard living areas, remove the 125 residential struc- 
tures, and sell the cleared land to private industrial firms to use for expansion 
of existing plants or for new establishments. To date the project acquisition is 
about half completed and relocation of site occupants is on schedule. The 
agency’s relocation manager is doing fine work in relocating families from the 
project into standard housing. No one family has been relocated into sub- 
standard housing nor will the agency’s relocation standards permit this. 

The Bunker Hill urban renewal project is a 136-acre area adjacent to our 
expanding Los Angeles civic center and central business district where extreme 
substandard living conditions prevail. There are 11,500 persons living in 475 
structures and most of the 365 parcels of property in the project are tenant 
occupied rather than owner occupied. The tax revenue from this project area 
is now only $332,000 annually, an indication of a heavy economic liability on the 
city tax structure. Redeveloped, the area is expected to produce over $2 million 
in taxes. The purpose of the project is to eliminate a sorely blighted living 
condition, relocate the site occupants to standard living quarters at rents they 
can afford, clear the substandard structures, and redevelop the area into a modern 
neighborhood for downtown and civic-center workers with ample space for 
parking facilities, hotels, offices, and perhaps a new civic auditorium. 
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The Temple urban renewal project recently announced is proposed as a pre- 
dominantly rehabilitation project with only as much clearance as is necessary to 
qualify the project under urban renewal requirements. Clearance is necessary 
in some portions of the project area to make room for modern dwelling facilities 
for some of the senior citizens from Bunker Hill. The agency is working with 
the FHA officials here to develop neighborhood standards for this project which 
will be acceptable to both the FHA and the Community Redevelopment Agency 
of the City of Los Angeles. 

One word in closing, the Housing and Home Finance Agency is giving this 
city such excellent service in reviewing contracts, approving procedures, and 
the like, that it gives me pleasure to compliment their personnel and attitude. 
This is true of both the Washington and San Francisco offices of the Urban 
Renewal Administration with which we have had our dealings. 

Mr. Ratns. Let me ask a question, then. First of all, how long 
has the present building code under which you do a lot of this re- 
habilitation been enacted? Is it a new code or have you had it a good 
many years / 

Mr. Poutson. It has been amended of late years and that has given 
it some of the teeth. Of course, the real drive has just started of 
late years. I think again that all of these questions would be much 
better to get right straight from the horse’s mouth, as they say. 

Mr. Rains. Are there any questions that any of you gentlemen 
rant to ask the mayor? 

Mr. Poutson. I will be available here. 

Mr. Barrett. I would just like to ask you this, Mayor: How many 
public housing units do you have? 

Mr. Pounson. 8,600. 

Mr. Barrerr. I was wondering if you have any vacancies. 

Mr. Poutson. I think Mr. Beavers can answer that. 

Mr. Rains. We have a witness with the housing agency who will be 
on. 

Mr. Poutson. The agency man will give you all of that information. 
There is not an abnormal amount, that I know. 

Mr. Rarns. Any questions, gentlemen ? 

If not, thank you, Mr. Mayor. If you are going to stick around 
with us, we will pass on to one of these other witnesses. 

Mr. Poutson. Yes. 

Mr. Rains. The next witness we want to hear from is Mr. William 
T. Sesnon, chairman of the Community Redevelopment Agency of 
the City of Los Angeles. 

Mayor, why don’t you sit up here with us. 

Mr. Pottson. All right, I will do that. 

Mr. Ratns. Have a seat, Mr. Sesnon. 


V 


> 


STATEMENT OF WILLIAM T. SESNON, JR., CHAIRMAN, COMMUNITY 
REDEVELOPMENT AGENCY OF THE CITY OF LOS ANGELES 


Mr. Ratns. Identify yourself for the record. Do you have a writ- 
ten statement / 

Mr. Sesnon. No, I do not have a written statement. My name is 
William T. Sesnon, Jr. 

Mr. Rains. And you are the chairman of the Community Redevel- 
opment Agency of the City of Los Angeles? 

Mr. Sesnon. Yes, I am. 

Mr. Rarns. I assume you will tell us about the urban renewal and 
redevelopment programs you have underway. 
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Mr. Sesnon. Yes, I will, Mr. Chairman. Unfortunately, I find 
that the visual experiences you and the members of the committee have 
had since your arrival in Los Angeles has stolen some of my thunder 
because you have seen what we need to explain. 

Mr. Ratns. Well, we need it not only for us, but we need the record 
to take back to Washington. 

Mr. McDonoveun. I think, Mr. Sesnon, the committee would like to 
know first of all to what status the Bunker Hill—I think that has 
moved faster than the others—to what status the Bunker Hill project 
has moved and about how soon you think you will have acquired the 
area up there so that we can start operating insofar as the redesign of it 
and the building of new buildings in that area. 

Mr. SesNnon. y I say there, Mr. McDonough, the Ann Street proj- 
ect, which you visited yesterday, is farther ahead in that we have actu- 
ally, through condemnation and acquisition, acquired a good percent- 
age of the land with which we will proceed with our redevelopment. 
We have let demolition contracts and we have relocated a number 
of the families which we necessarily must relocate in that area, and 
that is moving very satisfactorily. Of course, that is a little bit 
different type of thing, as you saw yesterday, from the others in that 
it is purely of an indusfrial nature, and we were taking out mixed 
use land wherein there was residential combined and scattered through 
industrial properties, and, therefore, it will be all put into industrial 
use. 

I might say there the problem that might be of interest to you is 
that the relocation of it has moved remarkably well and that can 
be attributed to the excellent cooperation of all of the city depart- 
ments as well as our own relocation department. 

In every instance families that have been moved have improved 
the conditions under which they have lived. Some have gone so far 
as to acquire their own homes. Some have gone into public housing 
units. Others have gone into other parts of the city, but in no instance 
have we been able to find where anyone was affected by moving into a 
more substandard situation than they already were in. They have 
all improved their situation. 

Mr. McDonoven. You are speaking about the people that moved out 
of the Ann Street project? 

Mr. Sesnon. Yes. 

Mr. McDonoveH. How many were there? 

Mr. Sesnon. Only 68 families. That sounds small, but we used this 
project as the pilot project by which to get our feet wet, if I may use 
the expression, so that through the experience we would get in the 
small-scale operation, we could proceed to a project such as has the 
magnitude of Bunker Hill. So of the 68 families, 51 have currently 
been moved out. For the others, arrangements have already been made 
for their relocation. That is property we have actually acquired by 
negotiation and purchase, which involves a sum slightly in excess of 
$300,000, and that property we will now clear, demolish the existing 
buildings, clear, and offer for sale by public bid. 

Mr. McDonoven. Speaking about the Ann Street project, you are 
moving out 68 families 

Mr. Srsnon. There will be more. We only move them as we acquire 
the property. 
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Mr. McDonoveu. There will be more than that in the Ann Street 
project ? 

Mr. Sesnon. Yes. 

Mr. McDonoveu. Can you tell the committee how many the total 
number will be ? 

Mr. Sesnon. About 168 families. 

Mr. McDonoveu. You are moving them out and relocating them in 
better areas than they were in ? 

Mr. Sesnon. That is right. 

Mr. McDonoucnu. Now, how many new families will be moved into 
the Ann Street project when it is finished ? 

Mr. Sesnon. This is industrial property. 

Mr. McDonoveu. I see. You are not redesigning this for housing? 

Mr. Sesnon. No. This was purely of a pilot nature so we could get 
experience with this, but because of the land usage it was not desirable 
that residential be put in which I think we recognize as a mistake, to 
have a home here, a factory next to it, and then a home, and so forth. 

Mr. Rarns. How much Federal grant do you have on the Ann Street 
project ? 

Mr. Sesnon. None. That is entirely done with the city of Los 
Angeles. 

Mr. Rarns. Now, the Bunker Hill project which you propose, that 
is to be done 

Mr. Sesnon. That is another story entirely. 

Mr. Rarns. Well, this committee needs to know, and I hope you 
will go into detail to tell us the situation with reference to the Federal 
agency’s activities, here in Los Angeles and in Washington, for that 
matter. I understand that you expect to rebuild when you finally go 
through with Bunker Hill under section 220 of the Housing Act; is 
that correct ? 

Mr. Srsnon. That is not entirely correct; no. To explain the man- 
ner of redevelopment, I will say this: Through the use of Federal 
assistance it is our plan to acquire the property in Bunker Hill. Per- 
haps I can best explain that project by using a few figures that are 
relatively simple. It involves some $40 million. I have been to Wash- 
ington on several occasions and have applied and it is contemplated 
that we will receive—which has been in theory, you might say, ap- 
proved—a loan of $33 million for the Bunker Hill project, of which 
$14 million has been earmarked as a grant for this project for Los 
Angeles. The balance of the $19 million of the $33 million is a loan 
to enable us to acquire and clear the Bunker Hill area. 

Mr. Rarns. A loan from the Housing Agency ? 

Mr. Sesnon. The HHFA; yes. The balance of $7 million will be 
the city of Los Angeles’ share in the project, which will in the main 
be classified as grants-in-aid for improvements, utilities, realinement 
of streets, changes that are necessarily made in a project of this size. 
That makes up the $40 million. The loan will be repaid, the $19 mil- 
lion, out of sales of the property on Bunker Hill. 

Mr. McDonovueu. Pardon me. Will the $7 million the city is con- 
tributing come out of a general tax fund in the city of Los Angeles? 

Mr. Sesnon. That is right. 

Mr. McDonoveu. The State and county don’t contribute a thing? 
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Mr. Sesnon. That is difficult to answer at this time because there 
might be certain aspects in which the State would want to participate, 
such as the freeway. 

Mr. McDonoveu. I see. 

Mr. Sresnon. Now, this has to be approved by the City Council of 
Los Angeles, so I am just giving you what we have up to date. At the 
time the plans were approved—as a matter of fact, some of you may 
have noticed in the press in the past 2 days we have been presenting 
to certain interested parties that plans for redevelopment of Bunker 
Hill. They are quite extensive and interesting and will probably bring 
this community between $100 and $200 million of private capital. 
With the $40 million financing program we would prepare and make 
the Bunker Hill area available for purchase by private capital on a 
bid basis, except where owners of the property are able and willing to 
participate in utilizing their own property so that it conforms with 
the overall plan. In this, some of them have indicated a definite in- 
terest to proceed with and I am sure that there will be several instances 
where this will happen. 

In many cases it would not be feasible to work it out for just a really 
small piece of land. 

Mr. McDonoven. Do you mean by that an individual house ? 

Mr. Sesnon. That is right. 

Mr. McDonoveu. You mean you will not consider an individual 
houseowner who is willing to conform to the rehabilitation program ? 

Mr. Sesnon. This is not a rehabilitation program. 

Mr. McDonoven. Well, redevelopment. I mean an individual 
houseowner willing to conform to the standards of the redevelop- 
ment 

Mr. Sesnon. But, you see, the redevelopment here, Mr. McDonough, 
is to change the entire picture of this. This creates new apartments, 
some office buildings, and so forth. 

Mr. McDonoveu. Now, how large a piece of property will you con- 
sider that the owner will develop according to your plans? 

Mr. Sesnon. The owner can develop in accordance with his ability 
to fit in—in other words, his improvement, what he does, the new build- 
ings there, must conform to the overall plan as approved by the rede- 
velopment agency and the city council. Then if he wishes or a group 
of them wish to come in, and we will say that there is X apartment 
house on this corner, which calls for a limit building, he and a group 
of his associates may wish to go ahead and build that apartment house. 
He may not own all of that, because with our change in the pattern 
and change of development the lot program as initially outlined doesn’t 
follow. You see, that goes out, and, of course, that is the purpose 
for this redevelopment program. 

Mr. Rarns. Where are you going to relocate the people that you 
take out of the project ? 

Mr. Sesnon. Some of them will be in public housing, some of them 
will be in the so-called temporary that you visited yesterday. That 
was one of the reasons for our initiating study and survey of this area, 
and we hope, Mr. Rains, to make available the provisions of FHA or 
the Housing Act, section 220. 

Mr. Rarns. Now, what kind of land use or planning program have 
you developed, and were you able to develop one that meets with the 
approval of the Housing Home and Finance Agency ? 
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Mr. Sesnon. Now we are talking about Bunker Hill, sir? 

Mr. Rarns. Yes. 

Mr. Sesnon. As far as the plans stand, the first time that the HHFA 
officials had seen these plans or anyone other than the agency was last 
Monday, so that is a little premature because we do not come to them 
for final approval and final designation of moneys and the other things 
involved in the loans and grants until the final plan is formulated. 
This presentation was made in several phases, to get ideas and sug- 
gestions on the part of people who are concerned in this community. 
Then we formulate a final plan with all financial information and 
data necessary, and then that we submit to the council. If that is 
approved, then we go to the HHF A, and here it is. 

Mr. Rains. Somewhere along maybe we can look at the plans them- 
selves. 

Mr. Mayor, does this refer to the zoning ordinance ? 

Mr. Poutson. No; I think it would be very constructive and en- 
lightening for the committee to see what can be done with an area like 
Bunker Hill, to see the plans that they have outlined now and how 
they have utilized the hill, how it fits in with the rest of the city. One 
of our great problems, of course, is parking. One of them is trans- 
portation, for instance, the congestion down there that is caused by all 
of the cars, the smog, and everything else. This is a program which 
fits into the whole thing and utilizes it for the benefit of so many 
people. We put the types of apartment where the folks working down 
in the city in the various jobs can live near. That is one of the biggest 
difficulties we have here, that people can’t work down here because it 
costs them so much for transportation. You have to go so far. We 
have this particular area around the city which is not desirable. As I 
say, I think this program would be one of our salvations. It really 
shows what can be done. 

Mr. Rarns. You see, this committee is not charged alone with the 
problems of one city. This committee is concerned with problems na- 
tionwide and what I am asking you about is a complaint that is lodged 
by city after city against the Housing Home and Finance Agency that 
they require such a complication of land use plan that many cities are 
unable to meet the requirements, and I wanted you to tell this commit- 
tee whether or not you had such land-use program and whether or not 
you had any difficulty in getting it approved and so on. 

Mr. Sesnon. We have not. The only contact to date, or our only 
actual transaction is a contract with the HHFA for survey and 
planning funds for this Bunker Hill area in the sum of $365,000. 

Mr. Rarns. You haven’t gotten those? 

Mr. Sesnon. Weare using those. That is paying the bill for this. 

Mr. Apponizio. You are talking about a so-called workable pro- 
gram? 

Mr. Sesnon. Yes; that is accomplished here, that is not overall city 
ret ay _I am sorry, I have been dealing with the specifics of 
Bunker Hill and I think that is where we are mostly concerned. Now, 
in every instance, both locally and in Washington, I have had, and I 
can say in all sincerity, absolute cooperation with all members of the 
HHFA, from the top down. 

Mr. McDonoveu. In other words, the workable program that we 
have been concerned about in hearings in other cities, there is no par- 
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ticular problem here on that. We are on a workable program in Los 
Angeles for redevelopment. 

Mr. Sesnon. Very definitely. 

Mr. Rarns. An acceptable workable program to the agency. 

Mr. Szsnon. That is right. 

Mr. McDonoven. Now, the other thing is the testimony we got 
from New York City was that there evidently is a different program 
in New York City * es there is in Los Angeles, although it is along 
redevelopment lines. They have an area from 125th Street to 59th 
Street, from the park to the river, a vast area, in which the city is not 
assuming the responsibility of demolition like the city of Los Angeles 
a sities the responsibility of demolition. Aren’t we assuming 
that ¢ 

Mr. Sesnon. Let me qualify that. No; the redevelopment agency 
under contract with the Federal Government on this $33 million does 
that. The city of Los Angeles doesn’t assume the responsibility. Of 
course, the agency is appointed, as you know, by the mayor, but when 
I say as a practical matter the agency borrows the money from the 
Federal Government, buys the land, clears the land, offers it for sale, 
when it is sold, it is redeveloped in accordance with a plan which we 
have designed and been approved and the private owners come in, 
take the property, develop it, the money that we receive for the pur- 
chase of the property goes back to the HHFA to the extent of $19 
million. 

Mr. Ratns. Let’s see, Mr. Sesnon, if I can understand exactly. You 
say the plan has been approved, and yet you tell me that you are using 
planning money. I don’t see how you have your land-use money pro- 
gram approved in Washington unless you are through planning with 
the planning money and actually into the final commitment stage. 

Mr. Sesnon. Iam sorry, Mr. Rains. If I indicated that our land-use 
plan is approved in Washington, that is not so. 

Mr. Rains. That isa later step that you haven’t gotten to yet ? 

Mr. Sesnon. That is right. 

Mr. Rarns. But you do have a workable program for the city of 
Los Angeles which you expect to present later on ? 

Mr. Sesnon. Yes. 

Mr. Ratns. Now, I understand. I think we are together. 

Mr. Apponizi1o. Mr. Sesnon, how many families are involved in this 
relocation ? 

Mr. Sesnon. In Bunker Hill? 

Mr. Apponizio. In all of the projects. 

Mr. Sesnon. It runs into the thousands, but if I may be more spe- 
cific, in Bunker Hill it is 8,200 people. 

Mr. Apponiz1o. You don’t expect any problem in relocating these 
people? 

Mr. Sesnon. I certainly do. There is a problem in that regard 
everywhere in the United States that I have heard of. 

Mr. Apvpontzio. And Los Angeles is no different ? 

Mr. Sesnon. That is right. It is also a problem when you do this, 
but I am convinced this can be done, and the limited experience we 
have had in the Ann Street project indicates it can be successfully done. 

Mr. Apponizio. How do you contemplate doing this program? 
How are you going to put it into effect? 
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Mr. Sesnon. We have a relocation department that operates in 
connection with the agency. When we have acquired this land, we 
don’t want to stir up and disturb families unnecessarily until we 
know that we are going ahead. We did down there at the Ann Street 
project. We had the money, it was approved, voted on by the city 
of Los Angeles. So as we acquired the land the families were inter- 
viewed for months as to their plans. Welfare studies were made of 
them right down the line and determination as to where they worked 
and the extent of the family, all of those things were taken into com- 
plete consideration and will stand up very favorably with any welfare 
check that might be made, and we plan to do the same thing in 
Bunker Hill. 

Mr. Rarns. Of course, you are going to take it step by step. You 
are not going to tear the whole area down all at one time? 

Mr. Sesnon. In all sincerity, Mr. Rains, I can’t answer that ques- 
tion right now because a great deal depends upon the economics of the 
situation. I would assume that we would do it step by step, but eco- 
nomically if it is more practical, for instance, when we begin to de- 
press streets, as you will see if you gentlemen do have the opportunity 
to see these plans, we wouldn’t do that block by block. We have to go 
ahead and do it, and then when we have done it we have almost made 
the area untenable for the people who are there to live there. 

Mr. Ratns. Mr. O’Hara. 

Mr. O’Hara. At what stage does the developer enter into the pic- 
ture, or perhaps you don’t have a developer? 

Mr. Sresnon. Yes, the developer enters into the picture when the 
land is cleared and offered for sale to private capital. 

Mr. O’Hara. And the developer gets in through bidding ? 

Mr. Sesnon. He bids, yes, by the public bid method. I don’t want 
to convey the impression that it is necessarily, for instance, the situa- 
tion that we would run into in Ann Street. A man may want to bid 
a few dollars more, but if he is not going to put anything on it that 
is productive of tax revenue to the city of Los Angeles, perhaps the 
man who bids a few dollars under that who is going to build a 2- or 
3-story factory is more desirable from the standpoint of the city of 
Los Angeles and that would be the desirable business for us to accept. 

Mr. O’Hara. That is a problem we are meeting in Chicago and 
your experience may be helpful to us there. The property is con- 
demned and acquired in pieces. There may be one piece which has 
been acquired and in that piece of property are a number of small 
businesses and the developer doesn’t get into the picture until all of 
the property in the area has been acquired and until that time comes 
the small businesses that are going to be relocated, have no way of 
knowing where they are going to be relocated. In one community 
in a Chicago project we have a couple of blocks given over to auto- 
mobile services. Those concerns have been there quite a number of 
years. There is a large investment and their property now has been 
taken over and they are not able to tell their patrons in the community 
where they will be relocated because the developer hasn’t yet gotten 
into the picture. Now has that been a similar problem here? 

Mr. Srsnon. No, it hasn’t as yet. We have had no occasion to be 
confronted with that and I would hope that the agencies of responsi- 
bility would arise in a situation of that sort. I would feel remiss in 
my duty if we had a situation like that come up. 
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Mr. O’Hara. There is one other phase I am interested in. You 
mentioned the project that is to be used for industrial purposes only. 

Mr. Srsnon. Yes. 

Mr. O’Hara. There is an indirect connection, isn’t there, between 
property used for industrial purposes and property used for only resi- 
dential purposes ? 

Mr. Srsnon. There is an indirect connection ? 

Mr. O’Hara, Yes. 

Mr. Sesnon. In this specific area ? 

Mr. O’Hara. To illustrate, civic and other groups in Chicago wished 
a provision in the Housing Act to aid in the development of certain 
industrial property. This situation arose because a new residential 
district had built up around a railroad track and the property next 
to the railroad was not good for home construction and it was feared 
that unless this property were properly taken care of it might take on 
slum appearance and thus drag down the new residential district. 
Some of the members of our committee thought there was no connec- 
tion between indystrial use of a property and residential use. It 
seems to me that there is an indirect and at times, a vital connection. 
What do you think about that? 

Mr. Sesnon. Well, I can only speak based on our own experience 
here. We necessarily assume in clearing an area that is of mixed 
use to industrial that there should be no connection, although the 
residential is not far from it. As a matter of fact, across from this 
area is a very fine public housing project, in this Ann Street area. 

Mr. Rarns. This one you are talking about being cleared is not by 
Federal money ? 

Mr. Sresnon. No. 

Mr. Ratns. This is an inquiry for the committee. It seems to me 
we did put in the housing bill for this year an amendment where it 
stated that a city could borrow money to do that and not grant it. 

Mr. O’Hara. I thought the conferees did not pass it. 

Mr. Ratns. Boston says the conferees did not pass it. 

Mr. McDonovueu. You say in the Ann Street project you are mov- 
ing out 68 families. You are not moving other people back there 
because the planning is to use that for industrial purposes? 

Mr. Sesnon. That is right. 

Mr. McDonoveu. In the Bunker Hill project you say you are 
moving out 8,200 people, approximately, and you are redesigning it, 
and how many new families will you provide for in that area where 
8,200 formerly lived ? 

Mr. Sesnon. Some 22,000. 

Mr. McDonovueu. Now, will the majority of the 22,000 be in there 
in rental units cr in privately owned houses ? 

Mr. Sesnon. I would say rental units unless they elect to buy 
community apartments which, of course, is always a possibility. 

Mr. McDonoveu. Now, if there are any privately owned houses in 
the area that will conform with the final development plans, can they 
remain in the district and develop their home, bring it up to a 
standard ? 

Mr. Sesnon. If it conforms with the overall plans, yes, Mr. Mc- 
Donough, but there is something of a question relative to that in all 
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fairness, and to be perfectly candid about it, it would be better 
explained if you gentlemen saw these plans. It is pretty hard to 
have a 13-story apartment house and a 2-story house. 

Mr. McDonoven. I understand. As I envision the development, 
it would be less desirable to live there in an individual house than 
it would be to have multiple dwellings for rental. It wouldn’t be 
desirable for individual residences. 

Mr. Sesnon. I would say that is right. 

Mr. McDonouex. Now, in the Temple Street project—— 

Mr. Sesnon. That is entirely different. 

Mr. McDonoveu. That is a residential development project. Have 
you informed the committee how many families will be moved out 
of that? 

Mr. Sesnon. No, because we just informed the city council we 
were going to proceed. We had enough money in our budget, some 
$50,000, to make a survey of the area. We hope that we will qualify 
that entire area for FHA provisions so that the people in the area 
can redevelop their own homes. Now, there may be some redevelop- 
ment purely for the purposes of qualifying under FHA 220, but 
the bulk of it should be done under rehabilitation of the property 
owners themselves and with the benefits and services which we afford 
them under the HHFA Act. 

Mr. McDonovueu. Well, do you think that in the development of 
the Temple Street project that you will finally proceed for con- 
veniences for more families than now occupy that area? 

Mr. Sesnon. Yes, I am quite confident of it, because some of the 
plans which we have—TI realize I am speaking publicly—but there 
are phases we are studying now that appear to be rather feasible, 
in senior citizen sections and units, and it looks attractive that it can 
be done from an economic point and a profitable one. 

Mr. McDonoveu. Now, that is another problem that this commit- 
tee had some debate on and a lot of consideration of during the adop- 
tion of the last housing bill. 

In the Bunker Hill project, will the development provide for ade- 
quate quarters for senior citizens? 

Mr. Sesnon. In the Bunker Hill project the answer to that is prob- 
ably no, because it does not fit in with the overall planning and de- 
velopment, and the land value, Mr. McDonough, is quite high. Now, 
the senior citizen situation is different there now where the land value, 
although high, the income from the so-called substandard buildings, 
as you all know, and as exists in the other cities, is very, very high. It 
is out of proportion. It is quite lucrative. That will be changed. 
Therefore, we hope that in that adjacent area, in the Temple area, 
that we can certainly take care of most of the senior citizens who cur- 
rently are located on Bunker Hill, so that there will be no mass move- 
ment and no one is going to be injured. 

As you know, Mr. McDonough, and perhaps the other gentlemen 
of the committee are not so familiar, Bunker Hill has been attacked 
piecemeal, and we haven’t seen any great catastrophe occur in this 
community, for instance, like clearing the land for the courthouse. 

Mr. McDonoven. However, you are considering providing facili- 
ties for senior citizens in your urban redevelopment program / 
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Mr. Sesnon. We most certainly are. That is one of our principal 
problems. 

Mr. Rartns. You say you are considering it. I want to know how 
you are going to do it. I don’t know of any authority whereby if you 
are going to have Federal assistance you can make that provision. 

Mr. Sesnon. We are required by State law in this State to do so. 

Mr. Rarns. Are there Federal funds involved ? 

Mr. Sesnon. Not necessarily. 

Mr. Rarns. I thought you were asking about Bunker Hill where 
you were doing it under the urban redevelopment, and that there 
you would have this provision for the senior citizens. 

Mr. Sesnon. The Federal funds as far as Bunker Hill is concerned, 
once we have acquired and cleared the land, that is through. When 
the private owner, buyer, comes in, that is his. We are all out of the 
picture, you and the agency. 

Mr. Rarys. How are you going to-do anything for the senior citi- 
zens? We are really interested in this problem and we want to know 
how you are going to put it in. 

Mr. Sesnon. Well, what we are doing in this survey, we are setting 
up in this Temple area, both from the standpoint of the building de- 
partment, the health department, other city departments concerned, 
in that whole area much of it can be taken care of in the existing 
structures. We have other plans in addition for the senior citizens 
which we think are feasible, and we are now to the stage where we 
want to review this with certain builders and contractors, and get 
their idea on it. It looks good, but I can’t tell you at this stage defi- 
nitely that this is going to produce a yield of 3 percent, 4 percent, 
5 percent, and so forth. 

Mr. Rarns. It will have to be FHA-assisted ? 

Mr. Sesnon. Not necessarily. Of course, that is the easiest way of 
finding. 

Mr. McDonovex. The Bunker Hill land values are too high for 
the development of senior citizen conveniences, but the Temple proj- 
ect land values are low enough and they are considering providing 
for senior citizens there. 

Mr. Rats. What is the income, the low income of a senior citizen 
who is, as we say, in Alabama, either on social security or welfare 
benefits ? 

Mr. Sesnon. I don’t know. I can’t answer that. 

Mr. McDonovuen. Well, the maximum is $90, isn’t it? 

Mr. Povutson. Yes, individually. 

Mr. McDonoven. Or $85. And they are permitted to earn under 
the Federal law some additional money and I think under the State 
law they are permitted to earn some additional money, so that if they 
can earn $15, that isa hundred dollars. If they can’t, they are limited 
to $85. And in this State also if you have a pension from some other 
source it is deducted from the amount you get from the State, so that 
you don’t receive more than a total of $85. If you have a pension 
that you purchased through your earning years that amounts to $85, 
you get nothing from the State. 

Mr. Ratns. The point I am trying to get for the committee and 
for myself, if I could, and you seem to be a well-informed gentle- 
man, is how can private enterprise, by FHA guaranty or otherwise, 
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provide for senior citizens, individuals, let us say, above 65 years of 
age, decent living quarters, if the only income they have is that which 
they receive as Mr. McDonough has stated? Do you believe that can 
be done? 

Mr. Sesnon. Yes, I do, sir. We hope to be able to produce with 
the planning we are doing now that is not completed, so therefore I 
do not want to say definitely—I said yes, I believe, I think we can 
produce that, because the way it looks now it is going to be eco- 
nomically feasible where it will be a legitimate private investment and 
could show a return. The guaranty for construction or FHA loan 
would be extremely helpful, but I think it looks now as if this sort of 
thing can pay out. It 1s sort of on the dormitory basis, though, with 
private rooms, community recreation and medical facilities, and so 
forth. Those things are all involved, and I can much better, Mr. 
Rains, come up with this answer maybe in a month or two from 
now, much better than I can today, and I don’t like to give any mis- 
information to you gentlemen. 

Mr. Ratns. One other question, if I may. You realize, of course, 
FHA, which I think would be a good way to help do it, to get the fi- 
nancing, but as the person gets older, the maturities of FHA are cut 
down so much shorter than they are for someone who is younger in 
life, so won’t that limit your operation or keep you from operating un- 
der FHA guaranties. 

Mr. Sesnon. I don’t follow. Are you interpreting that the FHA 
would make the loans to the individuals ? 

Mr. Rats. Yes. 

Mr. Sesnon. Oh, no. 

Mr. Rarns. You are not going to do it as public money ? 

Mr. Sresnon. No, purely as a rental project, just the same as they 
are paying rent now. I think we can show that this is economically 
feasible and if we come up with the answer, I think you gentlemen in: 
Washington will be delighted. This will be on a rental basis financed 
by private capital. 

Mr. McDonovueu. But the project is designed to make it convenient 
for an aged person to live in? 

Mr. Sesnon. Correct. 

Mr. McDonoveu. But the assumption of the loan is en the part of 
the person who buys and builds the project ? 

Mr. Rays. But money must be a lot cheaper out here than it is 
any place else if you can build that type of apartment for people with 
low income where the man who builds the project can get a profit out 
of it. 

Mr. Sesnon. That is what I am trying to indicate, Mr. Rains. I 
hope to be able to prove this is feasible. If we can’t, I will calmly and 
quietly withdraw. 

Mr. Rarns. We hope you will be successful, because this may help 
us to solve one of our major problems. 

Mr. Szsnon. This is one of our most serious tasks, I assure you. 

Mr. McDonoven. I believe we have more aged people in this country 
than you have in the entire State of Alabama Mr. Chairman. 

Mr. Ratns. You are not suggesting they live longer out here? 

Mr. McDonoveu. Yes, I think they do, smog and all, they live 
longer. 
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Mr. Rarns. Mr. Mayor. 

Mr. Poutson. I would like to say, too, that here is something to take 
into consideration, Mr. Rains. Right here in the area we talk about, 
the Bunker Hill area, these people are living today, but with our 
ordinances in the city we would have to close up most of those because 
itisaslum area. They are living in an area and in these little rooms 
that are just unbelievable until you see them yourself. 

Mr. Ratns. We saw them yesterday. We agree with you on that. 

Mr. Poutson. So if by just moving them from that area into an- 
other area where the people can afford to rent the same way, we are 
doing this: We are taking the most valuable property as far as the 
city is concerned—we figure while there is about a $300,000 tax today, 
this will go up to around $214 million, and that gives us some of the 
money by which we can in turn come back and contribute to these 
people who were assisted, and rightfully so, every month, through the 
old-age assistance. 

Mr. Rarys. Mayor, that is a good statement, and I would like for 
the record to show that in the long years of my experience on this 
housing business that I have traveled to nearly every city in this 
country to look at slums, and they are all alike and all terrible, but 
the slums are usually on the best and most expensive land in any 
city. 

Mr. Poutson. And owned by the bluebloods. 

Mr. Ratns. And bring in the smallest amount of tax revenue. 

Mr. Sesnon. That isso right. 

Mr. Rarys. So you say if you can clear these areas it will bring 
increased revenues into the city in taxable values ? 

Mr. Sesnon. By approximately nine times what we take off now, 
and, in addition, the services that we have to render there now in fire 
and police protection, and so forth, are fantastically higher per capita, 
higher than any place in the city. 

Mr. Rats. Mr. Barrett, do you have a question? I want to pass 
along. 

Mr. Barrett. Yes, Mr. Chairman. 

I would like to ask Mr. Sesnon further about these 8,200 relocations. 
What percentage were evictions or did these families move on their 
own initiative ? 

Mr. Sesnon. I am sorry I gave the wrong impression. They are 
still there. This is still in the planning stage. I am sorry. No one 
has been moved from Bunker Hill except the municipal and county 
buildings were constructed. 

Mr. Barretr. You spoke of 51 families. 

Mr. Sesnon. Yes; they moved; there were no evictions. 

Mr. Barrett. They moved on their own initiative ? 

Mr. Sresnon. Not necessarily. They were helped to find places to 
which to move that would be an improvement of the existing condi- 
tions under which they were living in the area. 

Mr. Barrett. But they immediately cooperated in spite of the loca- 
tions you recommended ? 

Mr. Sesnon. They cooperated because they liked the locations we 
recommended. 
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Mr. Barrett. One other question I would like to ask here. You 
seem to be planning for the aged at reasonable rents. In your plan- 
ning are you contemplating anything for the paraplegics? 

Mr. Sresnon. That is a rather difficult question to answer. We are 
planning for all the people. Whether they be paraplegic or whether 
they should be in one of these aged homes, or in a hospital, it is diffi- 
cult tosay. Wecannot classify them as to whether they are necessarily 
paraplegic or mental cases, or what not. Our function is to see that 
they are properly relocated in really as equal or improved conditions. 
I think that is the best that I can answer that to my ability now. 

Mr. McDonoveu. Mr. Sesnon: 

Mr. Ratns. We have two more witnesses, and let us cut it short. 
We have to be through at 12 o’clock. 

Mr. McDonoveun. I think the committee would appreciate it if you 
can inform them of the law in the State of California that permits the 
increase in taxes as a result of development, that that money can be 
put back into further improvement of the city, that does not exist in 
other States, and we are considering proposing such an amendment to 
the housing bill to make it a Federal obligation. 

Mr. Sesnon. Well, it is the most helpful legislation that there can 
be, Mr. McDonough, and it operates this way: For the sake of argu- 
ment we will use the figures we gave on Bunker Hill. Currently, the 
tax is $300,000. With this improvement it will be $2,500,000. The 
differential between the $300,000 and the $2,500,000 can be used to pay 
off the city’s participation, or any other participation, like Federal 
loans or whatever we might want to do on that, until such time as 
those obligations for this project area are paid. Then the money goes 
into the general tax fund, and is distributed currently for general 
purposes, but it does enable us out of the benefits derived from the 
improvements and the taxation that accordingly increases to do these 
things where we would be unable to accomplish them without going 
out and having bond issues, and doing this, that, and the other thing, 
and borrowing a tremendous amount of money which could never be 
repaid, and be then a burden upon the taxpayers. 

This way it is not. The improver of the property and the prop- 
erty owner pays the bill. 

I hope I have made that clear. 

Mr. McDonoven. Will you supply for the record, Mr. Sesnon, the 
section of the Tax Code of the State of California that permits that 
to be done? 

Mr. Sresnon. Yes, I would be very glad to do that. 

Mr. McDonovueu. We would like to have that in the hearings. It 
would be good for reference. 

Mr. Rains. It will be included with Mr. Sesnon’s remarks. 

(The data referred to above is as follows :) 





ARTICLE 4. TAXATION 


33950. Any redevelopment plan may contain a provision that taxes, if any, 
levied upon taxable property in a redevelopment project each year by or for 
the benefit of the State of California, any city, county, city and county, district, 
or other public corporation (hereinafter sometimes called “taxing agencies’’) 
after the effective date of the ordinance approving the redevelopment plan, shall 
be divided as follows: 
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(1) That portion of the taxes which would be produced by the rate upon 
which the tax is levied each year by or for each of said taxing agencies 
upon the total sum of the assessed value of the taxable property in the 
redevelopment project as shown upon the assessment roll used in connection 
with the taxation of such property by such taxing agency, last equalized prior 
to the effective date of such ordinance, shall be allocated to and when 
collected shall be paid into the funds of the respective taxing agencies as 
taxes by or for said taxing agencies on all other property are paid (for the 
purpose of allocating taxes levied by or for any taxing agency or agencies 
which did not include the territory in a redevelopment project on the 
effective date of such ordinance but to which such territory has been an- 
nexed or otherwise included after such effective date, the assessment roll 
of the county last equalized on the effective date of said ordinance shall be 
used in determining the assessed valuation of the taxable property in the 
project on said effective date) ; and 

(2) That portion of said levied taxes each year in excess of such amount 
shall be allocated to and when collected shall be paid into a special fund of 
the redevelopment agency to pay the principal of and interest on loans, 
moneys advanced to, or indebtedness (whether funded, refunded, assumed, 
or otherwise) incurred by such redevelopment agency to finance or refinance, 
in whole or in part, such redevelopment project. Unless and until the total 
assessed valuation of the taxable property in a redevelopment project ex- 
ceeds the total assessed value of the taxable property in such project as 
shown by the last equalized assessment roll referred to in paragraph num- 
bered (1) hereof, all of the taxes levied and collected upon the taxable 
property in such redevelopment project shall be paid into the funds of the 
respective taxing agencies. When said loans, advances, and indebtedness, 
if any, and interest thereon, have been paid, all moneys thereafter received 
from taxes upon the taxable property in such redevelopment project shall 
be paid into the funds of the respective taxing agencies as taxes on all 
other property are paid. 

33951. In any redevelopment plan or in the proceedings for the advance of 
moneys, or making of loans, or the incurring of any indebtedness (whether 
funded, refunded, assumed, or otherwise) by the redevelopment agency to finance 
or refinance, in whole or in part, the redevelopment project, the portion of taxes 
mentioned in paragraph numbered (2) of Section 33950 may be irrevocably 
pledged for the payment of the principal of and interest on said loans, advances, 
or indebtedness. 

33952. As used in this article the word “taxes” shall include, but without 
limitation, all levies on an ad valorem basis upon land or real property. 

33958. Whenever property in any redevelopment project has been redeveloped 
and thereafter is leased by the redevelopment agency to any person or persons 
or whenever the agency leases real property in any redevelopment project to any 
person or persons for redevelopment, the property shall be assessed and taxed 
in the same manner as privately owned property, and the lease or contract shall 
provide that the lessee shall pay taxes upon the assessed value of the entire 
property and not merely upon the assessed value of his or its leasehold interest. 

33954. This article shall become operative only if the people approve the 
constitutional amendment of the 1951 Regular Session of the Legislature adding 
Section 19 to Article XIII of the Constitution of the State and in such case at 
the same time as such constitutional amendment takes effect. 


Mr. Asuury. Mr. Sesnon, you said that in the Ann Street project, 
51 out of 68 families have been moved out and relocated; is that right ¢ 

Mr Sesnon. Yes. 

Mr. Asuiey. At what cost? 

Mr. Sesnon. A cost of, I believe, $54.73 ; it may be $51. 

Mr. Apponizio. Per family ? 

Mr. Sesnon. No; total. 

Mr. Asutey. So that is about a thousand dollars per family ? 

Mr. Srsnon. No, it is $54 total cost. We do employ a relocation 
manager, it does not include her salary, but that is the actual cost 
to us today. 
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Mr. Apponizio. It comes as a shock because in New York we have a 
different figure. 

Mr. Sesnon. We may have a different situation with Bunker Hill, 
but you asked me about Ann Street, and that is the figure. It sur- 
prised me as much as it did you. 

Mr. Asutey. And you have been able to go out and find suitable 
safe and sanitary homes for the people relocated; is that correct ? 

Mr. Sresnon. That is correct. We have great cooperation from the 
local realtors and realty boards, the local community agencies, the 
housing authority, all cooperate. So the cost is reduced to just a bare 
minimum, like transportation, arranging for a truck to move some 
furniture, and that sort of thing. 

Mr. Asuizy. Well, how can you move the physical belongings of 
51 families for $54? What kind of van rates are there, anyway ? 

Mr. Sesnon. The physical belongings of many of these families are 
not particularly extensive, and a lot of them move them in their own 
cars. They would borrow a pickup truck from a friend. 

Mr. McDonovueu. You misunderstand the situation, Mr. Ashley. 
This was desirable on the part of the people that were moved, they 
were anxious to move because they were moving into better quarters 
than they were in before, and they cooperated with the city so the 
cost was reduced to $54. 

Mr. Apponiz1o. Each family assumed a great deal of cost. 

Mr. McDonoveu. Of course. Whatever cost there was. They did 
their own work, packed their own goods, and so forth. 

Mr. Apponizio. Of course in New York they had to actually evict 
people and give them money, and everything else. 

Mr. Sesnon. It isa different problem in New York City. 

Mr. McDonovaeu. That is right, entirely different. 

Mr. Rains. Any other questions? 

Mr. Apponizio. I have one other question. 

Would you give us any specific recommendations as to improving the 
present housing laws or perhaps even some criticism or any changes 
you think ought to be made? 

Mr. Sesnon. The one recommendation that I might make has 
already been indicated by Mr. McDonough, but if you could put our 
so-called Hatfield Act, the tax amendment, into effect, it would be very 
helpful. 

Mr. Rarns. New York has a similar provision. It is not the same 
thing, but it works on the same principle. 

Mr. McDonovueu. It is the tax holiday. 

Mr. Rarns. Mr. Sesnon, we appreciate your coming. We could 
spend the morning talking with you; you have made a very fine 
witness. 

What is your salary on this job, $10 a week ? 

Mr. Sesnon. I am sorry, sir, it is not $10 a week; it is nothing. 

Mr. Rains. What business are you in? 

Mr. Sresnon. I am a farmer, sir. 

Mr. Rarns. I want to compliment you for doing a very good job 
that needs to be done. Thank you very much. 

Mr. McDonoveu. The city is fortunate in having your services, 
Mr. Sesnon. 

Mr. Sesnon. Thank you. 
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(The following letter was submitted to the subcommittee :) 


Los ANGELES, CaALir., November 21, 1955. 
Hon. ALBERT RAINS, 1 
Subcommittee on Housing, 
House Banking and Currency Committee, 
House Office Building, Washington, D. C. 

Dear Mr. RarNs: I wish to thank you and the members of the House Sub- 
committee of the House Banking and Currency Committee for the courtesy ex- 
tended to me while appearing as a witness before that committee in Los Angeles 
on November 16. 

There are a few items on which the record relative to my testimony should 
be clarified. I was later told that I had indicated the Community Redevelop- 
ment Agency did not contemplate the use of any federally insured loans under 
FHA section 220 in the Bunker Hill project. I regret that I conveyed this im- 
pression, as the availability of such financing might be highly beneficial. I 
trust that I made clear that the Temple Urban Redevelopment project is based 
entirely on the ultimate availability of loans under this section. 

As you and the committee members expressed interest in the problem of 
relocation, I would like to bring you to date on the accomplishments of relo- 
cating families in the Anne Street project area and to correct figures I gave dur- 
ing my testimony. There are a total of 190 families in this area. As I indi- 
eated, we cause the relocation to be made after the agency has acquired the 
property. Therefore, from the parcels we have acquired, 70 families have been 
relocated to date. Of these, 7 families have purchased homes; 41 families 
are renting from private facilities; 3 families are in public housing and 19 
families have taken off on their own. There is no method of following this 
last category. The cost of moving these families totaled $52, not $54 as I stated. 
Of course we pay a salary to our relocation manager. 

As stated in my testimony, I hope to have something for you in the not-too- 
distant future relative to the satisfactory treatment of the problem of senior 
citizens. I am optimistic in the belief that this can be accomplished and will be 
glad to keep you informed as to the progress of the program. 

Sincerely, 
WittiaM T. SESNON, Jr., 
Chairman, Community Redevelopment Agency. 


Mr. Ratns. Mr. George Beavers. 

Mr. Beavers, identify yourself for the record and proceed in any 
manner you desire. 

Mr. Beavers. Thank you, Mr. Chairman. 

Mr. McDonoueu. Before Mr. Beavers testifies, let me inform the 
committee that I have known Mr. Beavers for, I would say, about 20 
years. He has been a citizen of great value to the city of Los Angeles, 
economically, socially, and otherwise, and I am very happy to see you, 
George, ae very glad that you are one of our witnesses. I am sure 
you will have something very worthwhile to tell us. 

Mr. Beavers. Thank you very much, Mr. McDonough. I am glad to 
see you. 


STATEMENT OF GEORGE A. BEAVERS, CHAIRMAN, HOUSING 
AUTHORITY, CITY OF LOS ANGELES, CALIF. 


Mr. Beavers. That simplifies my introduction. 

Mr. Chairman and members of the subcommittee, by way of further 
introduction, my name is George A. Beavers, Jr. My address is 1999 
West Adams Boulevard, Los Angeles 18, Calif. I am testifying as 
chairman of the Housing Authority of the City of Los Angeles, which 

osition I have held since July 1, 1953. I am also a member of the 
oard of governors of the National Association of Housing and Re- 
development Officials, and a member of the board of directors of the 
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National Housing Conference, being in the same position as the wit- 
ness that just preceded me in not having a salary on these jobs. I am 
actively engaged in the life-insurance business, being chairman of the 
board of the Golden State Mutual Life Insurance Co. 

I would like to introduce the executive director of our housing 
authority, Mr. Howard Holtzendorff. 

Mr. Rays. Mr. Holtzendorff, suppose you come around. We might 
want to ask you a question if you do not mind. 

Mr. Beavers. Mr. Holtzendorff has rendered a marvelous service 
to our authority, and the people of Los Angeles, in the position of 
executive director, and has had the benefit of able assistance from 
the young lady who passed out copies of my statement, Miss Barbara 
Rosini. 

Now, the housing authority sincerely appreciates the invitation to 
appear before your subcommittee to present the role of public hous- 
ing in our local slum-clearance program. In the interest of time, 
I will not review the details of our public-housing program; how- 
ever, in lieu thereof I am filing with your subcommittee a copy of 
our Handbook of General Information for future reference. 

Mr. Rarns. It is attached to your statement. We appreciate that. 

Mr. Beavers. Now, as to the overall slum-clearance and slum-pre- 
vention problem in the city of Los Angeles: Our overall problem is 
threefold. It is caused by a marked change in the physical pattern 
that has taken place in our city in the past 25 years. The city of 
Los Angeles, more so than any other city in America, has and is 
continuing to experience extensive decentralization. When urban 
growth sprawls haphazardly outward for distances of 25 miles and 
more, it is inevitable that older areas which are left behind will suffer 
losses of population and value. 

This decentralization has resulted in: (1) Obsolete areas of seriously 
substandard housing located in and around the downtown business 
district, and substandard housing mixed in with our downtown in- 
dustrial, warehousing, and transport terminal areas; (2) adjacent, 
larger, irregular-shaped areas of medium-aged dwellings in various 
stages of deterioration, generally known as blighted areas; and (3) 
areas containing the more recently constructed buildings on the fringes 
of these blighted areas and the new outlying urban developments. 

According to the 1950 United States Housing Census, there were 
65,929 substandard dwellings occupied by 169,004 persons in the city 
of Los Angeles. 

Mr. Ratns. How many, 65,000? 

Mr. Bravers. 65,929 substandard dwellings. Eighty-four percent 
were tenant occupied and 16 percent were owner occupied. At that 
time 26 percent of these families had total family incomes under 
$105 per month. The majority of these families had from 1 to 5 
or more children; 54,475 of the 169,004 persons living in substandard 
housing were children. In addition to these 65,929 substandard 
dwelling units, there were estimated to be 50,000 single persons living 
in cheap rooming houses and other substandard structures not officially 
classified by the Bureau of the Census as dwelling units. 

The overall objective: It has now been generally recognized that a 
good city consists not only of streets, freeways, public utilities, air- 
ports, schools, and other public buildings but that it must also have 
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an adequate supply of decent housing in a decent environment for 
all of its citizens. 

In achieving this objective, we are eliminating the social and health 
evils of the slums and saving the taxpayers millions of dollars that 
are now being spent annually in our city to pay for the inordinate 
costs of police, fire, health, and related services in slum areas. We are 
permanently enhancing the tax base b clearing and rebuilding our 
obsolete areas, rehabilitating existing blighted areas and preventing 
further blight. Finally, and even more important, we are rehabili- 
tating people into useful citizens. 

What is being done: This overall problem is now being attacked 
by private enterpr ise and three separate and independent Government 
programs of action: Housing law enforcement, community redevel- 

opment, and low-rent public housing. 

No effective large-scale housing law-enforcement program can pro- 
ceed unless relocation housing is available for those families displaced 
at rents which they can afford to pay. Demolition of dwellings which 
are not feasible to rehabilitate will decrease the housing supply and 
increase the housing problem. Likewise, enforcement of reasonable 
occupancy standards will require some families to move out of over- 
crowded dwellings and thus also contribute to the problem. Rehabili- 
tation, in some cases, will also add to the problem because owners are 
entitled to increased rents on the basis of their additional rehabilita- 
tion investment and to the extent that the present occupant cannot 
afford this increased rent he will have to seek accommodations else- 
where. Private housing can and will supply a certain amount of relo- 

cation housing. Those families that cannot afford private housing, 
“wine er, must be aided by public housing, if at all. 

No effective large-scale community redevelopment program can pro- 
ceed unless relocation housing is available for those families displaced, 
at rents which they can afford to pay. Here, again, private housing 

can provide some assistance, but it cannot supply itall. The problem 
of relocating those families who cannot afford private housing must 
also be solved by public housing, if at all. 

The most difficult part of the relocation problem in our city involves 
the housing needs of minority groups of all income levels. Private 
housing has almost completely neglected this field and left the entire 
problem to public housing. The asistance of private housing in this 
critical area is urgently needed. 

The role of public housing i in slum clearance in Los Angeles: The 
housing authority of the city of Los Angeles has been active in slum 
clearance since its organization in 1938. It has cleared, or caused 
to be cleared, in excess of 10,000 substandard dwelling units in the city 
of Los Angeles. 

I might direct the attention of the committee to the fact that this 
very site here where we are seated today was once occupied by slums, 
and it was the housing authority that had the responsibility and co- 
operated in moving 700 families from the slums of this area where this 
building is located. Much has been said about Bunker Hill. We also 
had the responsibility for moving some 2,000 families from that site. 

Mr. O'Hara. The people who lived here, where were they relocated ? 

Mr. Beavers. In public-housing projects, and in housing which we 
can secure through the cooperation of other agencies. 
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Mr. O’Hara. Could this property have been cleared and the people 
who formerly lived there relocated without the aid of public housing ? 

Mr. Beavers. Well, the fact remains that they called upon the hous- 
ing authority to help, so I would assume that they could not. 

Mr. O’Hara. Thank you. 

Mr. Beavers. In 1941 the housing authority drafted, presented, and 
secured the enactment of city ordinance No. 84,537, which ordinance is 
the basis of the city’s current housing law-enforcement program. In 
1945 the authority was one of the principal sponsors of the California 
community redevelopment law adopted by the State legislature. In 
short, the housing authority, from the beginning has led the fight for 
slum clearance and urban redevelopment. 

The present program of the housing authority involves the opera- 
tion of 8,609 dwelling units of permanent low-rent housing, dis- 
tributed among 21 projects. Our average turnover in occupancy is 
approximatley 200 dwelling units per month, or approximately 35 
percent annually. Our backlog of eligible applicants is within man- 
ageable proportions for the first time in the history of the authority 
due to the fact that we are just now completing the initial occupancy 
of 4,300 dwelling units of new housing. Our backlog of applicants 
for the past 5 years has been held to approximately 2,500. While 
the current backlog is now down to about 1,000, it is anticipated that 
it will return to its former figure within the next few months. 

While on the basis of present information we may experience some 
difficulty in providing sufficient relocation housing for all eligible 
families displaced by the city’s current community redevelopment 
and housing law-enforcement programs, this cannot be definitely as- 
certained until these programs are further advanced. In this con- 
nection, however, we wish to direct your attention to a needy segment 
of our population who are not eligible for public housing, and who 
pose a serious relocation problem unless made eligible by amendment 
to the Housing Act of 1937. Iam referring to the housing problem 
of single aged persons. It is strongly recommended that the Fed- 
eral law be amended to the end that they are made eligible for low- 
rent public housing, subject, of course, to the other eligibility require- 
ments as to income, and so forth. 

We also have one other recommendation, and that is that the Hous- 
ing Act of 1937, as amended, be clarified by spelling out genuine local 
autonomy in the operation of permanent low-rent public-housing 
projects. We should remain free of any Federal limitation to the ef- 
fect that first preference in occupancy must be given exclusively to 
families displaced by urban renewal projects. We firmly believe that 
this is a matter which should be left in the hands of each local housing 
authority. 

While today, at your request, I have referred primarily to the 
housing authority’s role in slum clearance, it should be kept in mind 
that the housing authority has additional local responsibilities by 
State law. Iam referring, of course, to the fact that we must also 
provide housing for many needy families receiving public assistance 
of one kind or another, which families, by the way, at the present time 
occupy over one-third of all of our dwelling units. In addition, I 
am referring to our obligation to provide housing for the widows 
and children of men who lost their lives in the defense of our country, 
as well as the wives and children of men now serving in the Armed 
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Forces who must try to make ends meet on small allotments. We 
must also continue to provide low-rent housing for disabled veterans 
and their families, as well as the blind, the handicapped, and those 
families who are striving to exist on pensions or social security. If 
the Federal law is amended to provide exclusive preference for only 
those families displaced by redevelopment projects, many of these 
needy and deserving families cannot be served. Similarly, other 
Federal-local responsibilities should be clarified in the basic law. 
The public-housing program cannot meet local needs and be operated 
as a local program if the Federal Government, by financial assistance 
and contractual conditions, control its operation. 

The key which will unlock the door for effective slum clearance has 
always been, and will continue to be, an adequate supply of permanent 
standard housing available at rents slum dwellers can afford to pay. 

While our local construction industry has made great strides toward 
solving the housing problem of low-income families, much remains to 
be done. Until construction materials, techniques, and financing are 
further developed to meet the total need, including that of minority 
groups, Government financial assistance will continue to be necessary 
if we are to achieve our national goal of decent housing for all of our 
citizens. 

Housing law enforcement alone cannot do the job. Community 
redevelopment alone cannot do the job. Public housing alone cannot 
do the a But a comprehensive program involving all three working 
together with private enterprise can once and for all clear the slums 
from the face of our great city. 

I would be happy to respond to any questions that you may have. 

Thank you. 

Mr. Ratns. Thank you, Mr. Beavers, for a good statement. We 
have some questions we want toask you, lamsure. I have 1 or 2, and 
then I will pass on. 

The facts and figures which you give us, and the backlog which you 
state for a city of 214 million people makes me comment that as far as 
that is concerned you are in better shape with public housing than a 
great many other American cities, if that is the only backlog that you 
have built up. Don’t you think so? 

Mr. Beavers. Well, I think we are fortunate that we are not as bad 
off as some other cities. 

Mr. Rarns. But you could use more? 

Mr. Beavers. That is right. 

Mr. Ratns. Now, you go into considerable length there about local 
autonomy. Of course, what you are talking about there is that the 
local housing agency here in the city of Los Angeles, just like it is in 
any city in any State in this Nation, is made up of local people ap- 
pointed under a State law, and a State enabling act which enables you 
to operate in behalf of the Federal public housing law, and what you 
are actually complaining about is not the fact that you want the local 
autonomy extended to the point that you want contractual and Federal 
assistance cut off, but you want the local housing authorities, as they 
were orginally intended, to have more to do with the operation of the 
public-housing program. Am I correct in that assumption or not? 

Mr. Beavers. You are correct, Mr. Chairman, and I think the point 
that was made in my original statement pointing out our obligation to 











Feo ote ™~ 





es nen ee ee 





INVESTIGATION OF HOUSING, 1955 25 


certain classes of needy families here, and the fact that one-third of 
our dwellings are occupied by people on public assistance, would indi- 
cate the need for some autonomy in the local authority. If the amend- 
ment was passed, that would say restrict the placing of families in 
housing authorities to those displaced for urban renewal, then what 
would we do in serving the needs of these other families? I think 
that illustrates the point. 

Mr. Rats. Dr. Talle, any questions? 

Mr. Tatie. No questions, Mr. Chairman. 

Mr. Ratns. Mr. Addonizio? 

Mr. Apponizio. Mr. Beaver, on page 5 of your statement it seems to 
me you are a little bit contradictory. You say “our backlog of eligible 
applicants is within manageable proportions for the first time in his- 
tory.” Then you go on to say that you are just completing the initial 
occupancy of 4,300 dwelling units of new housing, and your backlog 
for applicants in the past 5 years has been held to approximately 2,500. 
Then you turn right around and say “While the current backlog is 
now down to about a thousand it is anticipated that it will return to its 
former figure within the next few months.” How do you justify all 
of that? 

Mr. Beavers. Well, we anticipate that we will be needed in coopera- 
tion with the community redevelopment agency, and the law-enforce- 
ment agency in helping to relocate families as those programs ad- 
vanced. 

Mr. Apponizi1o. Aren’t those people eligible for public housing now 
or haven’t they made application ¢ 

Mr. Beavers. No. The people that are residing in those areas which 
Mr. Sesnon spoke about have not made any application to the housing 
authority, and we do not know anything about the eligibility, but we 
do know there are a number of people residing in the area that would 
fall within the category of low income and therefore would be eligible 
for relocation purposes. 

Mr. Rarns. You also say that you do not want to limit completely 
public-housing units to those displaced by slum-clearance programs. 

Mr. Beavers. That is true. . 

Mr. Apponizio. You feel very strongly, of course, that public hous- 
ing is an important facet of the entire housing program in this country. 

Mr. Bravers. Yes; we do. We believe that the record of service 
rendered by public-housing authorities will demonstrate that. 

Mr. Apponizio. One other question I have, and that is on page 6 of 
your statement yot go on to say that the basic law should be clarified 
with respect to the Federal-local responsibilities. I was wondering 
if you would care to elaborate a little bit more on that? 

Mr. Beavers. Well, there are a number of situations that come up 
from time to time where the matter of interpreting the law as to the 
responsibility of the local government and the responsibility of the 
Federal Government is at issue, and we feel that a clarification there 
to spell out the autonomy of the local authority would help. 

Mr. Rarns. Mr. McDonough. 

Mr. McDonoveu. I have no questions. I know the sincerity of Mr. 
Beavers in administering this very difficult problem, and it is a dif- 
ficult problem. It is going to undoubtedly become more difficult as 
the relocation problem develops in the slum-clearance projects. The 
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question that prompts me or, rather implying to your question that 
you raised in your testimony here, is that in order to provide addi- 
tional local autonomy to the local public-housing authority where 
Federal funds are used, is a very difficult thing to get through the 
Congress, Mr. Beavers, because although we may feel that certain 
additional autonomy ought to be given to public-housing authorities 
as individuals, when you pose that question to the whole Congress it 
is a very difficult problem to resolve, because Federal moneys usually 
carry specifications with them, and the interpretation of the regula- 
tions that come as a result of laws passed by the Congress are a con- 
tinuing problem not only in the Housing Authority but in every other 
branch of the Government. 

The ange is not quite so simple. However, I believe your rec- 
ommendation is something that this committee and the Congress 
should give serious consideration to. We found that the relocation 
of families in New York City was a very serious thing. They didn’t 
have the cooperation of the people like we have had here. They had 
to evict a lot of people. They didn’t have the conveniences for pro- 
viding much better housing for the people they were relocating than 
the areas they were taken out of. 

Then you have many other cities where the representatives in the 
Congress don’t want to go into this thing at all, and so it is a problem 
that we ought to give a lot of thought to. I will assure you of that 
and I know how sincere you are in administering this function here 
in the city of Los Angeles. 

Mr. Ratns. To get it specific, what you are actually complaining 
about it whatever housing authority in the United States complains 
about, whether it is a small one or a Same city, and it is the same thin 
that is true with all Federal participation; that the program itself, 
even though it is set up by State act in each instance, is so tied up by, 
well, we will call it Washington redtape, and it has been true down 
through all the years, that that is the hamstring on local authority 
in doing the job that yor would like to do and that the State law 
sets them up todo. Isn’t that what you mean by more local autonomy ? 

Mr. Beavers. Well, you will recall that I emphasized clarification 
and I gave the example of the need of clarification some of these 
issues where there is a misunderstanding or a difference in interpre- 
tation between the Federal Government and the local authorities. 

Mr. Apponizio. Interpretation of the law ? 

Mr. Beavers. Of the law and regulations; regulations growing out 
of the law. 

Now, I appreciate what Mr. McDonough said, of course, and we 
realize that some of these things are difficult, but I know that I am 
not experinced in the field of legislation and I would have to leave 
it to you gentlemen to work out the ways and means of getting it over, 
but we bring to your attention certain gaps and what we believe are 
certain needed improvements; and we believe that there is an area there 
where there is need for improvement in the relation. 

Mr. McDonoveun. I agree with you there and I am sure it is some- 
thing that will be thoroughly looked into by the committee when 
we go into the amendment of the act in the next session of Congress. 

Speaking about interpretations of regulations, the intent of Con- 
gress is always a problem in every department. Probably the most 











ee ee ee ee 




























INVESTIGATION OF HOUSING, 1955 27 


complex or the two most complex are the interpretation of the tax 
laws and the interpretation of the tariff laws, because the intent of 
Congress is the one thing and certainly Congress can’t write into 
every piece of legislation all of the anticipated difficulties that the 
administration will run into. Then the regulations written from 
the interpretation of Congress become so involved that the public that 
has to be served under the administration, the individuals that the 
Government employs, have very often taken a lot of authority not 
intended by Congress. 

Mr. Rains. I would like to make one statement on that. In my years 
in Congress I have come to know, Mr. McDonough, that we can write 
a good law, the Congress can. This is aimed at nobody in particular, 
no particular administration, but the trouble with the law is the admin- 
istration of them. I have seen administrators wreck more good laws 
that Congress has worked on, so I agree with your idea. They call 
me a States rights Democrat. I would like to see less Federal con- 
trol. I want them to supervise it, take care of the Federal funds, but 
I would like to see more local autonomy given to all of the programs 
that the Federal Government participates in if it can be done, and I 
am going to make one more comment, and I am taking too much time. 
You take the Federal road program, for instance. You go straight 
to the State, the Federal Government doesn’t say where you are going 
to build these freeways and highways. The engineer of the State of 
California and the cities say it. The time ought to come when we 
can do something of that type and I think the recommendations, 
whereas they are not specific, represent a field and an area that this 
committee and every congressional committee ought to study. 

Mr. McDonovueu. Well, that is true in so many, many other in- 
stances. 

Mr. Rarns. Any other questions, gentlemen ? 

Mr. O’Hara. 

Mr. O’Hara. Mr. Chairman, Mr. Beavers, first I want to compli- 
ment you on your statement and its factual and restrained tone. As 
I read your statement, you are not complaining, you are actually 
pointing out that at the present time “Gee have a backlog of a thousand 
eligible applications and within a short time you think the backlog 
will be back again to 2,500, and basing my calculations upon previous 
testimony it is probable when you start the large relocations in the 
Bunker Hill area the backlog will run much higher than 2,500. Also 
reading your statement and interpreting it, I conclude that you antici- 
pate that you will have such a large demand that you must get priority 
for the people you must relocate for these projects so that you will 
have no housing for eligible senior citizens; is that right? 

Mr. Beavers. That is right. 

Mr. O’Hara. And, of course, you are concerned about that. 

Mr. Beavers. That is right. 

Mr. O’Hara. Have you any idea as to the average income of our 
senior citizens in Los Angeles? 

Mr. Beavers. I don’t have that information myself. Mr. Holtzen- 
dorff, do you have anything on that ? 

Mr. Apponiz1o. I believe it was pointed out that it was $85 a month. 

= Hourzenvorrr. I couldn’t add anything to what has been said 
on that. 
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Mr. O’Hara. Briefly, of course, the situation is that the income is 
not adequate to pay rentals in privately built and managed rental 
properties ; isn’t that substantially true ¢ 

Mr. Beavers. That is true, and I think the record and experience 
will certainly support that statement. 

Mr. O’Hara. Now you, of course, think we should not go back to 
the old Eskimo practice, when they solved the housing problem for 
the aged by the fathers and mothers, unable to go on with the family, 
walking out into the cold and perishing. You don’t think we should 
adopt that philosophy ? 

Mr. Beavers. I agree with you; we shouldn’t. 

Mr. O’Hara. Now, do you know of any way that we can follow 
another and a better philosophy than by providing housing for our 
senior citizens as contemplated in the bill that I, with other members 
of this committee, hope to have enacted in the second session of the 
84th Congress ? 

Mr. Ratns. Before he answers that question, could I make an an- 
nouncement for the record ? 

This is for the press and the picture-making people and, since some 
were being made, I think I should state for the record the rules of 
the House of Representatives are different, and I say this for the benefit 
of the press. No hearings of a House committee can be televised, live 
television, but there can be ng made, and I just wanted the 
record to show that the gentleman here is not making pictures for 
television, in order to keep our skirts clear with the rules of the 
House of Representatives. 

Iam sorry to interrupt. 

Mr. O’Hara. The chairman is not only a good public relations man 
but a good Congressman. He protects both the Congress and our 
relations with the press. 

Mr. Beavers. Now, may we get the substance of that question 
again ¢ 

“Mr. O'Hara. I am seeking, Mr. Beavers, and I want to make 
it very brief, because Mr. Ashley and other members of the committee 
want to have the opportunity of talking with you—I am seeking your 
endorsement of this legislation to provide for housing built 4 the 
Federal Government especially constructed for senior citizens and 
made available to them within their income. 

Do you endorse such legislation ? 

Mr. Beavers. I endorse the principle. We have urged here some 
amendment to give more latitude to the public housing authority in 
serving those people. We recognize there is a tremendous need and 
certainly something should be done about it, and we felt it was im- 
portant to bring it to the attention of the committee, and we leave it 
to your wisdom to work out something as to the solution. 

Unfortunately, we can’t bring the solution to the problem. We only 
bring the problem. 

Mr. O°Hara. Thank you for your testimony, Mr. Beavers. You 
have been very helpful. 

Now, I am not going to take any more time because I would be 
trespassing upon the other members, our time being on such a short 
schedule. 
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Mr. McDonoveu. Of course, like all other questions, there are two 
sides to it, on the providing of homes for the aged. There are many 
aged, and over the years we have gotten away from institutionalizing 
the aged. We are putting them in individual units to live as private 
citizens like anyone else, and if the Federal Government or the State 
sets up certain units set aside for the aged, many of the people would 
not like that because it would institutionalize them. Many of them 
would. But there are two sides to the question, and the question 
therefore becomes complex because we don’t want to go back to the 
old days of “Over the hill to the poor house,” you know, whether it be 
fixed up in pastel walls or fancy facades or anything else. It is still 
a home for the aged, and the aged are classified by it. 

Mr. Rains. Any other questions ? 

Mr. Barrerr. Mr. Chairman. 

Mr. Rarns. Mr. Barrett. 

Mr. Barrerr. Mr. Beavers, I wanted to get your expression on this: 

You say you have 8,609 dwelling units of permanent low-rent hous- 
ing distributed among 21 projects. 

Now, you say you have an average turnover in occupancy of about 
200 units a month, or approximately 35 percent annually. I was won- 
dering if you considered this rather high or what would be your 
explanation for such a turnover in the 21 projects. 

Mr. Beavers. Taking into consideration the purposes of the public 
housing program, we think that is normal. Quite a number of those 
people, in fact, most of them, get back into private housing. 

Mr. Ratns. Their incomes go up also? 

Mr. Beavers. Yes. 

Mr. Barrerr. But you would rather say it is an increase in their 
income rather than their inability to pay the rent? 

Mr. Beavers. Well, by virtue of the service rendered by the Public 
Housing Authority during the period of time which they are tenants, 
they are able to improve their standard and become customers for 
private housing. 

Mr. Barrett. In other words, you are willing to say then that pub- 
lic housing gives them a start for a new standard of living? 

Mr. Beavers. That is right. 

Mr. Apponizio. Mr. Beavers, do you find that you have any diffi- 
culty getting people out of public housing who get over the income 
limitation ? 

Mr. Beavers. Well, only in those situations where they are unable 
to find comparable housing for reasonable rent. 

Mr. Apponizio. Well, don’t you sometimes find someone coming to 
you that says, “Well, I have been offered a $5 a week raise, but I can’t 
take it because then I will have no place to live”? 

Mr. Beavers. Well, that might be, but we don’t take the word of the 
tenant for the rent. We make checks every year on that. 

Mr. Ratns. Mr. Ashley. 

Mr. Asuury. Mr. Beavers, on page 3 of your statement you discuss 
the contributing factors to the relocation problem. You point out 
that demolition of dwellings, the enforcement of occupancy standards, 
and rehabilitation are the principal contributing factors to this prob- 
lem, and you state on page 4 that private housing can and will supply 
a certain amount of relocation housing. Then you conclude by saying 
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those families that cannot afford private housing, however, must be 
aided by public housing if at all. 4. ' 

Now, to what extent in your experience is private housing meeting 
the problem of relocation in this area? 

Mr. Beavers. Well, I think the very fact that we have 8,609 dwell- 
ing units and that we have this backlog of applicants is one evidence 
of the need. 

Then the next thing is we must keep in mind that we are serving 
only the lowest-income class and their incomes must remain at least 
20 percent below the rent that is being received by private enterprise 
for comparable housing. 

Now, it has been our experience in dealing with the relocation 
problems that it is very difficult for some families to find housing, 
when you take into consideration that most of these families have 
children and many landlords won’t rent their premises to families 
with children at all. 

Then you have the minority group problem which I mentioned. You 
can go out in any direction from Los Angeles and you will see the 
great subdivisions advertising no money down, veterans come in and 
start paying like rent, and yet a veteran who happens to be a Negro 
American goes out there and he can’t get the advantage of that service. 

Mr. Asuury. I was just about to come to that. My second question 
was going to be directed to your statement on minority housing. 

You state that private housing has almost completely neglected 
this field and has left the entire problem to public housing. 

Now, that is the case at the present time. It has been the case in 
the past, I take it, from your statement. And I am interested in the 
future. 

Now, do you have any ideas or suggestion as to how, if at all, private 
housing can be encouraged in this area ? 

Mr. Beavers. Yes; I think that private housing should become 
realistic about serving housing needs and 

Mr. Asniey. I know they should become realistic, but how, spe- 
cifically, Mr. Beavers ? 

Mr. Beavers. Well, by removing racial discrimination in these 
areas. Accept people for their character and ability to qualify as cus- 
tomers. I don’t think that a man should be denied housing, a veteran 
who has served in the Armed Forces and risked his life for our coun- 
try should be told that he can’t live in this area because he happens to 
be a Negro American. 

Mr. Asner. I am sure we all agree with you. 

Mr. Bravers. The case of Dr. Sammy Lee, for example, created 
quite a stir here. It was right at the time when we had a group of 
Russian friends here checking on the methods and activities of the 
United States Government, our great democracy, and on that very 
day we have headlines showing the problems of this veteran in getting 
a house simply because he i ten to have been of Chinese ancestry. 

Now, we feel, at least I feel that there are no deductions made in 
the income-tax statement because of the race or color. Why should 
there be a reduction in services to citizens because of race or color! 

It isa problem I think we need to face up to. 

Mr. Asntry. That is exactly what I am trying to do. That is the 
reason for my questions, and I agree with you completely as far as 
principle is concerned. 
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I don’t need any help on the justification either, sir, but what I am 
interested in is any specific ideas that you might have to encourage 
private building, private construction, private housing for minority 

roups and for the low-income families, who you point out are having 
difficulty in the relocation and in finding housing. 

In other words, public housing can’t be the end-all. There has got to 
be a recognition on the part of private building that there is a respon- 
sibility to the low- and middle-income families in this country. 

Now, the Government, I think, can help and encourage private 
building with respect to these income brackets, and I am just interested 
to know if you have any specific recommendations as to what these 
programs might include. 

Mr. Beavers. Well, I think we are together in our thinking about 
the responsibility, and there is just one thought that I would add as 
to something specific. 

All of these lniidens and developers use Government funds in their 
operations and it seems that this responsibility should be pointed out 
to them and that way they would be encouraged to build for the total 
market. 

Mr. Asuiry. On page 5, Mr. Beavers, you say in this connection: 
however, we wish to direct your attention to a needy section of our population 
who are not eligible for public housing and who pose a serious relocation prob- 
lem unless made eligible by amendment to the Housing Act of 1937. 

Do you have any idea how sizeable that segment is that you are 
speaking of there? 

Mr. Beavers. Well, I don’t at the moment. I just know that there is 
a problem there and quite a number and we run into it in relocation 
problems. 

Mr. Asutey. It would help, of course, if we had some idea of what 
that figure is for communities such as Los Angeles. 

Mr. McManan. 114,091 for Los Angeles, on old-age security. 

Mr. Rarns. What is your name, for the record ? 

Mr. McMauan. McMahan. [I represent the CIO. William H. 
McMahan. 

Mr. Beavers. Thank you, Mr. McMahan. 

Mr. Rarns. Any other questions? 

Weare running a little late. 

Thank you for appearing. I wish we had more time, but we have 
another witness, and we must get on. 

Mr. Beavers. Thank you, Mr. Chairman. 

Mr. Ratns. If you have any additional statement you would like 
" include in the record, Mr. Holtzendorff and Mr. Beavers, you may 

0 SO. 

Mr. Hourzenvorrr. I think the chairman has well represented the 
authority. 

Mr. Rarns. You have done a good job. 

Mr. Beavers. Thank you, gentlemen. 

Mr. Rarns. The next witness, gentlemen, and we will move along 
because it is soon going to be time to eat—we are getting hungry—is 
Mr. Charles B. Bennett, director of planning of Pereira & Luckman, 
present ¢ 

Would you identify yourself for the record, Mr. Bennett, and you 
may proceed as you desire. 
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STATEMENT OF CHARLES B. BENNETT, DIRECTOR OF PLANNING, 
PEREIRA & LUCKMAN, LOS ANGELES, CALIF. 


Mr. Bennett. I am Charles B. Bennett, director of planning for 
the firm of Pereira & Luckman, architects and engineers, formerly 
director of planning for the city of Los Angeles. 

Before that I was director of planning for the city of Milwaukee, 
Wis. 

Gentlemen, I didn’t come here with a prepared statement, nor do I 
intend to make a long dissertation on what is frustrating me at the 
moment. My particular interest is in urban redevelopment. It has 
been for 18 years. 

I early became conscious of the social and economic liabilities of 
decadent areas in most large cities and the need to do something about 
it. It was not good business to tolerate such conditions, and we 
searched and searched for some kind of legal and financial machinery 
that would permit us to move in and correct these conditions. 

Mr. Rains. When you say “us,” now, Mr. Bennett 

Mr. Bennett. I am speaking of the planning profession. 

Mr. McDonoveu. I might inform the committee that Mr. Bennett 
is not only the former planning director of the city of Los Angeles 
but he has a national reputation in city planning, and he has been 
conferred with by many other cities throughout the country, and I 
would say is an authority on this. 

Mr. Rats. We are glad to have him give us the benefit of his views. 

Mr. Bennett. I would like to disavow being an authority, but I 
have something of a reputation with my creditors because I do pay my 
bills, but I am going to make this start. 

I think I understand what blighted areas are, and the fact that in 
the last 10 years or so we have moved forward now with programs for 
eliminating blighted areas wherever they exist; we have enabling 
legislation in 36 States which expands the local power of condemna- 
tion so that now a local agency may take privately owned property, 
not to keep, but to sell or lease to other private owners for redevelop- 
ment in conformance with some worked-out plan beforehand. 

There hasn’t been as much, in moving down the road to do some- 
thing about eliminating blighted areas, and it bothered me as to just 
what is wrong. 

I think naturally there is antipathy on the part of the public in 
general against any governmental procedure that involves the taking 
of land, even as the taking heretofore for a definite purpose, like a 
school, a park, a playground, to be kept in perpetuity by the public 
agency. 

This time the public agency isn’t going to keep it; it is going to turn 
it over to another private individual. Now, when the average citizen 
understands that, he gets worried. How far is this thing going to go? 
When you explain the public purpose involved in this city elimination 
of this blighted area, which to all of the other people in the community 
is a social and economic liability and has to be sponged off and re- 
developed in conformance with modern principles and the tax income 
thereby will go up, it is a worthwhile thing to do in the public interest. 
But even then it 1s very difficult to get people to understand what this 
great mystery movement is, even some of the leaders, after it is ex- 
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plained to them; it is easily forgotten and then they are bewildered 
again. 

Mr. Barrerr. Are you speaking of a resentment caused by people 
who are in business and are taking over that area ? 

Mr. Bennett. Not necessarily. I am just speaking in general terms 
as to the attitude of the public in general, a very healthy attitude, too, 
an attitude which gets results in a democracy because the people are 
privileged to have an attitude. 

I think that has had something to do with sewing up the program, 
and here is where it comes into play, really: In executing a redevelop- 
ment project of any scale, even a smaller one, the price paid for the 
property on the site, because these are all developed properties, is 
greater than the site can be sold for later. Therefore there is a mark- 
down differential between what is paid and what it can be sold for. 

Now, the Federal Government has legislation that permits it to act 
as sort of financing agency in this whole pattern of operations, even 
to the extent of being willing to underwrite two-thirds of that required 
writedown differential. The city then has to raise its one-third. 
Pretty generally it doesn’t have that kind of money lying around in 
the city treasury, so it has to hit the deck with a bond issue, and if a 
two-thirds vote is required on a bond issue, as it is here, we fail to get 
approval, and I think there is where this natural misunderstanding 
and concern over this business of taking property away from people 
and giving it to others shows itself up. 

Now, what I would like to suggest, and I have no formula, is that 
if there were some way that the original loan that is made to the city 
by HHFA to acquire a site, condition it for resale, two-thirds of the 
writedown forgotten, that the city is obligated to meet, could be car- 
ried on the Federal books in some manner or other, with some contrac- 
tual arrangement with the city, for repayment, it might make for 
quicker action. 

Mr. Ratns. Do you mean that one-third balance that is left ? 

Mr. Bennetr. That is right. That is a difficult hump to get over 
here. We lost a bond issue here. I think Sacramento lost one, and 
I am not sure whether San Francisco submitted one or not, but there 
is one of the difficult humps for the local government to get over, be- 

‘ause most cities are pinched for financial resources with which to do 
even their bread and butter chores. 

Mr. Rarns. There is no doubt about that. That is one of the great 
problems in this country; the financial situation of the American 
cities. 

Mr. Bennerr. Exactly. 

Locally I think there is more distress than most people realize. So 
if we could correct that somehow or other. 

Now, in our case—and I would like to say a few more words about 
this Hatfield amendment, which is really a constitutional amendment 
on our State lawbooks, whereby in a redevelopment project the city of 
Los Angeles may keep its taxbooks differently than they are normally 
kept—the tax dollar from real-estate income in this city is split be- 
tween five governmental agencies—the city, the county, the school 
board, the metropolitan water district, and the county flood-control 
authority. The only one of those governmental agencies putting any- 
thing into the redevelopment project to make it feasible is the city. 
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Now, when the project has been carried to completion, the present 
tax return goes wer up, and any overage above that now collected 
goes to the city until it is reimbursed. 

Now, that would be, to me, a good security for any government grace 
period they might grant us to meet our one-third of the cost. ; 

Mr. Ratns. Let’s see just a moment. The State of California, or 
the State of Alabama, regardless, they get increased tax benefit from 
that legislation. Why couldn’t they get the Federal and local gov- 
ernments to come to the assistance of those cities ? 

Mr. Bennett. I think that is possible because wherever there will 
be a major tax increase, that could be pledged to repay the govern- 
ment loan on the one-third. 

Mr. Rarns. As a general thing, State governments in America are 
in better financial condition than city governments. 

Mr. Bennett. Definitely, because they have access to the most 
lucrative forms of taxation—income, sales tax, and so forth, gas tax— 
however, it is done, I think that is one of the difficulties. 

Mr. Rarns. It isthe inability of the municipality to provide that one- 
third in cash. I know exactly what you are talking about. 

In the city of Birmingham they needed $2 million to match the 
funds, and they couldn’t get it except after a long hard fight, and they 
finally had a bond issue. 

Mr. Bennett. There are a lot of other problems we could talk 
about until dooms day which have to be met. We just can’t let this 
dry rot continue to grow and grow and grow because the ultimate re- 
sult will be that there is no central core to any city. It will all be 
decayed to the point where it has no value whatsoever. That isn’t 
good business. If we have all of the know-how and the smart ability 
to manage our private affairs equitably and with great return, we have 
to bring that same kind of motion into public affairs which are every- 
body’s affairs. 

Mr. Rains. Are you acquainted with the requirements and regu- 
lations of the housing agency that requires of cities irrespective of 
size that have a slum clearance program to come up with what they 
call a land use or workable program ? 

Mr. Bennett. Yes. That is a little difficult for some cities, but I 
think it is a good requirement because it is high time that every 
local unit of Government took stock of that situation. 

Mr. Apponrzto. Don’t you believe the smaller cities would have 
difficulties with that? 

Mr. Bennett. Of course it is a matter of administration. I think 
there if those who administer this program on the Federal level will 
use good judgment, and as far as I know they have, at least out this 
way, that the local people won’t have any: difficulty coming up with 
that kind of program. 

Mr. Rarns. I think there is general agreement that every city should 
have a workable—land use workable program, but there is com- 
plaint all over the country by the smaller cities that because of lack 
of planning, experts, and so forth, that they are unable to meet some 
rather strict requirements with reference to that. 

Mr. Bennett. Maybe some of you Federal boys will have to take 
them by the hand for a few weeks and get them to work it out. 

Mr. Rarys. We don’t know all the answers. We are trying to 
get them from somebody like you, who really knows about it. © 
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Mr. Bennett. There are difficulties because they can’t hire a blue 
ribbon planner. They are out of their price class. 
There are others. This isn’t a closed shop. But there is a prob- 


Jem. 


Mr. McDonoven. Mr. Bennett, what do you know about the need 
for slum clearance and the program if any that is under consideration 
by the county of Los Angeles outside of the incorporated areas which 
are right adjacent to the city, especially Los Angeles city 4 

Mr. Bennett. Well, I have heard it mentioned in the press that 
they were going to address some attention to it. How rigorous that 
is, I don’t know. I have retired from public life after 35 years of 
frustration, and I am trying to recover, and I don’t read the news- 
papers too much about public activities any more. 

Mr. McDonovucu. What other city in the county do you think needs 
a slum-clearance program besides the city of Los Angeles? 

Mr. Bennett. Oh, there are little spotty conditions in Pomona, 
and I think someone should say a good word for California. While we 
have blight, de don’t have it in the same quantities or the same degree 
that it exists elsewhere in the older cities of the United States, and 
that is understandable. 

Mr. Rarns. The committee has made that statement many times 
since you have been here, that your problem, while along that line 
is bad, you are still a new city. 

Mr. Bennerr. According to our standards, it is comparably bad 
with that which exists in the East. 

Mr. McDonoven. You are not naming any one city in the county 
that needs slum clearance more than another that needs slum clear- 
ance along with Los Angeles? 

Mr. Bennett. No, they all have problems. We don’t want to bring 
brute force to play to tell people, “You have got to get out and find 
a place for yourself.” I think we have got to handle this in a typical 
humane way, but it isa problem. But I don’t think it is insurmount- 
able. Of course the more difficult the problem, the more exciting 
it is to have a victory in that field. 

Mr. McDonoven. Now you were a city planning director in Los 
Angeles and we have seen the Ann Street, the Temple Street, and the 
Bunker Hill project. What other area do you think is needed for slum 
clearance? Could you designate it by locations so we could have some 
idea ? 

Mr. Bennerr. The southwest area of the city, Venice, the beautiful 
beach potential there. 

Mr. McDonoven. San Pedro? 

Mr. Bennett. There are blighted areas in San Pedro. Even in 
the valley there are some, spotted places in Van Nuys, Canoga Park. 

Mr. McDonoveu. You think the three we have under contemplation 
are the largest and most necessary ? 

Mr. Bennett. Yes. 

Mr. McDonovcn. What about Boyle Heights? 

Mr. Bennett. That is an area, but that will come later, I think. 
We have to take these things beginning with the worst or pretty close 
to the worst, and then work forward. Ithink we had 15 areas selected 
as areas that were eligible for redevelopment in the city. 
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Mr. McDonovucu. Do you think the public generally agrees—I 
mean the people affected by it—agree that slum clearance is a good 
thing? According to Mr. Sesnon, he informed the committee that 
the people were relocated into housing conveniences that were better 
than they were before. Now, if we continue to do that along those 
lines here, and the people are housed in better housing than they were 
before, there should be very little resistance to the slum-clearance 
program. 

Mr. Bennett. I would think so. That is one of the goals we are 
trying to achieve. 

Mr. McDonoven. Your particular point, however, is that that one- 
third that the cities have to raise is something the Federal Government 
ought to find some way to finance? 

Mr. Bennett. Surely. You can reconcile all of these difficulties 
and then you come a cropper, the need to handle one-third of the write- 
down cost. Some of it might be met by improvements in the area. 
You can build schools, and things like that, for which you get credit. 
But the whole thing can fail because you can’t raise it. We got ma- 
jority approval, but not two-thirds. That is a pretty tough hump to 
get over. But a majority, as in the case of other referendums, the 
people are for it. 

Mr. Rarys. Any other questions ? 

Mr. Bennett, I have one statement I would like to make. I know 
you said you retired from public life. 

Would you estimate at your leisure, if you have any; do the com- 
mittee the service of setting down in a letter to the chairman of the 
committee suggestions that you might have and recommendations 
that you might have that would be of benefit to us as to how we could 
change the act to make it more suitable. We would be glad to in- 
corporate that as a part of your testimony. 

Mr. Bennerr. Right. I would be glad to do that, Mr. Chairman. 

Mr. Ratns. We would appreciate that. 

Any questions / 

We would like to ask you many more questions, and I would too, 
but it is now time for lunch. We have an engagement, and we ap- 
preciate your coming very much. 

Mr. Bennett. Thank you. 

Mr. Rains. The committee stands in recess until 2 o’clock. 

(Whereupon, at 12:10 p. m., a recess was taken until 2 p. m.) 


AFTERNOON SESSION 


Mr. Rarys. Come to order. 

The next witness is Mr. E. W. Muhsfeld, who is substituting, as I 
understand it, for Mr. J. R. Jones who we had listed on our agenda. 

Come around, Mr. Muhsfeld. 

Will you identify yourself formally for the record, and proceed as 
you see fit ? 

Do you have a written statement ? 

Mr. Munsrexp. I do. 

Mr. Rarns. Do you have any copies of your statement to pass out to 
the committee ? 
Mr. Muusrevp. I have several copies. 


wuntSie ids 








poole eRe 27 


J lpn 6 Wall cS Bite Match Tsou 


Acie inden 


ee 



























Silene tile alae Bate ath PII 4 Ae RR a7 


ae 


Soa mance > 


wet ORE 


sale ie a 


















INVESTIGATION OF HOUSING, 1955 37 


Mr. Rains. Would you pass them out? We can follow your testi- 
mony better then. 
You may proceed. 


STATEMENT OF E. W. MUHSFELD, VICE PRESIDENT, INSURANCE 
FUNDS MORTGAGE CO., SUBSTITUTING FOR J. R. JONES, VICE 
PRESIDENT, SECURITY-FIRST NATIONAL BANK OF LOS ANGELES 


Mr. Munsrevp. Thank you, gentlemen, for inviting me to give you 
some of my views 

Mr. Rains. Will you tell us for background what your business is, 
your connection, and so forth ? 

Mr. Muusrevp. I am vice president of Insurance Funds Mortgage 
Co., a local mortgage banking operation. 

Mr. Rarys. Here in Los Angeles? 

Mr. Munsrerp. Here in Los Angeles, and I am the current presi- 
dent of the Southern California Mortgage Bankers Association. 

Mr. Rains. Now, is that a division of the National Organization of 
Mortgage Bankers, or is it a State organization ? 

Mr. Munsrexp. It is a separate organization. It is purely local. 
Most of our members are members of the national. 

Mr. Rarns. All right. You may proceed. 

Mr. Muusrexp. I should like to preface my remarks by stating that 
these are my personal views and that while I am this year’s president 
of the Southern California Bankers Association, I have not had the 
opportunity to clear any statements or opinions with my board. My 
remarks apply primarily to FHA insured and VA guaranteed loans 
on tract or development-type of operations rather than on loans on 
existing properties or to the so-called conventional loans. 

The residential research committee and the Security-First National 
Bank figures show that the number of dwelling units started in Los 
Angeles | County during the third quarter of 1955 decreased 22 percent 
from the starts duri ing second quarter of this year. 

Mr. Rarns. Are you talking about October, November, and Decem- 
ber? 

Mr. Mvunsrevp. I am talking about August, September, and Octo- 
ber. They decreased 22 percent from the starts during the second 
quarter and 10 percent from the starts during the third quarter of 
last year. In Orange County, the third quarter starts were 32 percent 
less than that of the second quarter and 16 percent less than the starts 
during the comparable period in 1954. 

A considerable portion of this decline is undoubtedly attributable 
to supply and demand fac reins as starts were at a high rate during the 
first two quarters of this year. It is my opinion, however, that the 
other factor is the tightness of the money supply and that the credit 
controls imposed on FHA and VA loans’as of July 30 has had no ef- 
fect thus far. This area is probably more sensitive to changes in the 
supply of money than are most metropolitan centers. I do not have 
the actual statistics, but in general our percentage of the entire volume 
of FHA and VA loans is something more than double our percentage 
of the population of the Nation. We must depend upon the develop- 
ment or investment of accumulated savings in the East for our con- 
tinued development. And it is only natural that an investor will tend 
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to invest his funds in security located close to home where his servicing 
cost is low. 

The only way we can compete is by offering loans at a higher yield. 
Currently these yields involve discounts which many builders are un- 
able and unwilling to pay. Our experience here over the past 10 
years indicates that one of the greatest problems in mortgage financing 
is the difficulty of matching the time of the investment needs of the 
oe investor with the time loans are completed and ready for 

elivery to such investor. 

On major developments, the time between planning, construction, 
and sale and actual delivery of loans to a permanent investor runs 
from 1 year to18 months. All of the matters affecting home building 
activity have a delayed reaction by reason of the long lag between 
the time of starting a project and the actual investment of funds by 
the permanent investor. 

As an, example, in the case of the credit restriction on VA loans, 
I doubt that any of such loans will be delivered to a permanent out- 
of-State investor prior to July of next year. What I am trying to say 
is that building activity cannot be turned on and off like a faucet and 
that the institution of a regulation today may very well take effect 
when the opposite result may be desirable. 

I should like to make an observation on the credit restraint on FHA 
and VA loans imposed as of July 30. 

Mr. Rarns. You have reference to the downpayments and length 
of term of mortgage? 

Mr. Muusrexb. That is correct. I feel that the increased down- 
payment is not near as serious a deterrent as in the limitation of the 
term to 25 years. The same price of houses is steadily rising. Home 
buyers today want the up-to-date house with the increased facilities 
and improvements. In other words, they don’t want to buy a new 1950 
house today any more than they want to buy a new 1950 automobile 
today. The increased values, of course, are reflected in increased sales 
prices. 

As a general rule, the price house a person buys under FHA or VA is 
determined by the estimated monthly payment. <A reduction in term 
merely means that many will only be able to buy a cheaper house and 
undoubtedly some will not buy at all if they cannot get what they 
want. 

I would like to suggest that consideration be given to some sort of 
mandatory downpayments on VA loans and that this be on some type 
of sliding scale. 

Mr. Rarns. Give me that again. I am sorry that I didn’t under- 
stand exactly. 

Mr. MunsFexp. I would like to suggest that consideration be given 
to some sort of mandatory downpayments on VA loans and that this 
be on some sort of sliding scale. It doesn’t make sense to have no 
downpayment or 2 percent downpayment on an $8,000 house, and per- 
mit the purchase of a $16,000 house on no down or 2 percent down. In 
prniintn, I think this situation actually tends to the veteran a disservice 

y tending to involve him in housing expenses that may be burden- 
some. These expenses are not confined to loan costs only, but involve 
taxes and the general costs of keeping up with his neighbors. Lenders 
as a rule are doing a reasonable job in underwriting the ability of the 
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veteran to carry a loan, but there are bound to be some cases of com- 
promising for the sake of higher me and the pressure due to com- 
petitive developments, and so forth. 

A reasonable downpayment will tend to screen those who have dem- 
onstrated an ability to stand the higher costs. The present system of 
no downpayment or practically no downpayment on VA loans regard- 
less of price tends to exaggerate the highs and lows in building activity. 
When yields on insured or guaranteed loans are favorable, builders 
will tend to rush ahead with projects without regard to the soundness 
of the project and probable demand, usually on the assumption that 
with practically nothing down they will always be able to sell, but 
financing money may not always be available. 

This thing, of course, is fallacious, but there is enough of it to put 
the industry on a feast or famine basis. I also feel that from a long- 
range standpoint consideration should be given to eliminating the 
maximum sale price of a property under VA loans and in lieu thereof, 
establishing a loan amount. At one time, the maximum sale price was 
a necessity due to the shortage of houses, but now I feel that veteran 
purchasers themselves have enough selection to encourage competi- 
tion to produce better housing. 

Recently there has been much discussion of warehousing and FHA 
and VA loans by commercial banks. I feel thta in actual practice 
some types of warehousing tend to reduce the ups and downs in con- 
struction activity by providing funds to fill in the gaps between the 
various types of permanent investor requirements. 

In years past, Fannie May was able to provide the assurance neces- 
sary to interim or construction lenders that they would have a market 
for their loans and to a limited extent the warehousing or willingness 
to warehouse by commercial banks tends to give this necessary assur- 
ance. In general discussions of warehousing which I have read and 
heard, there has been a tendency to lump all types of lending by com- 
mercial bankers to mortgage bankers or mortgage lenders under one 
heading. Actually in my opinion there are four types of such lenders. 

No. 1, there is the ordinary collateral borrowing of an origina- 
tor or mortgage bankers making loans which loans are to be made on 
prior commitments and to be made as soon as possible. This includes 
all types of loans, both the conventional on commercial properties, 
residences, and so forth, as well as the FHA and VA loans. 

It should be noted that in this area loan totals on this type of activity 
may tend to be inflated, not necessarily by increased activity, but by 
reason of the delays in VA loan processing which causes mortgage 
bankers to have to hold the loans for a much longer time than was the 
case a year ago. If the processing time is doubled, the necessary bor- 
rowing by the mortgage banker is doubled without any increase in 
volume of loans processed. 

In my opinion, these loan totals should not be included in a con- 
sideration of warehousing totals as this borrowing is more in the 
nature of interim financing rather than warehousing. 

No. 2. The second type of lending by commercial bankers to mort- 
gage bankers involved the pledging or warehousing of mortgage loans 
for deferred delivery to a permanent investor against a firm commit- 
ment to purchase such loans. In my opinion, this type of lending is 
a very necessary and useful tool in maintaining order in mortgage 
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financing. Due to the previous mentioned time lag between starts 
and actual delivery of loans, it is difficult for a permanent investor to 
judge his money requirement. While he may like the security and 
jae the investment, under the usual type of commitment he does 
not know whether or not these loans are going to be actually forwarded 
for purchase in 6 months, 8 months, 1 year, or even more. 

He is unable to determine what his money position will be at that 
time and in many cases a permanent investor will not commit at all 
rather than be in the position of having to sell other investments at 
an unfavorable time in order to meet his mortgage commitment. 

No. 3: The third type of lending currently being used in this area 
is the standby and warehousing without a commitment to purchase 
by a permanent investor. I understand that you heard testimony on 
this type of warehousing. 

Mr. Rarns. In New York and Philadelphia; yes. 

Mr. Muusrevp. No. 4: The fourth type of warehousing of loans by 
a permanent investor in the nature of the Prudential Life Insurance 
Co. operation, with which I am sure you are familiar and have heard 
testimony. I feel that if lending by commercial banks to mortgage 
bankers and mortgage lenders is to be used as a yardstick of inflation 
and/or control, each of these types described should be considered 
separately and ‘adjustments made for factors that may cause fluctua- 
tions by reason of normal operations. 

All that I have said so far has little to do with the actual cause of 
the problems that arise. The real factor is the fixed and inflexible 
interest rate established for FHA and VA loans. It has been said 
before and it is certainly true, that there is no such things as a mort- 
gage dollar. While all types of investment, including Government 
bonds, are free to bid without restraint for the same dollar that the 
mortgage is bidding for, the FHA and VA mortgage is the only one 
that has a fixed and inflexible ceiling. 

It is true that some flexibility has been gained by permitting the 
builder to absorb discounts and thereby increase the yield in compe- 
tition with other types of investments, but we now find ourselves in 
the position of having almost reached the limit in the way of dis- 
counts. 

There is another aspect to this current squeeze and that is the fact 
that the large builder who is able to effect economies by reason of his 
larger operation is often able to pay discounts which just are not pos- 
sible for the smaller builder, and that smaller operation is forced out 
of the FHA and VA field. I doubt that this is a healthy situation. 

Another matter to consider in increasing yields by means of dis- 
counts is the fact that even the most economical builders are now 
operating on a comparatively small margin which can be wiped out 
by comparatively minor reverses such as strikes or sudden increases 
in material costs. Such occurrence would very likely cause a sharp 
drop in construction activity here. This situation is much more acute 
in growing areas such as ours. I don’t believe that any of us would 
advocate inflating FHA and VA appraisals and, therefore, I don’t 
think that higher discounts are the answer to a healthy level of build- 
ing activity and improvement in housing. 

Under the systems and procedures established. T feel that the prac- 
tical approach for the immediate future would be an increase in the 
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permissible FHA and VA rate to at least 5 percent. I also feel that 
a more flexible plan could be worked out in the future. 

The rate of savings is decreasing and people are spending their 
money rather than saving it, but we give them very little incentive to 
save by holding down their interest earnings. By far the largest 
accumulation of savings and sources of funds for mortgage invest- 
ments are in mutual companies and the people who save are the ones 
who directly benefit by any increase in yield. 

In my opinion, it is unrealistic to try to maintain an artificially low 
ceiling rate on FHA and VA loans while leaving other seekers of in- 
vestment funds without restraint. 

Mr. Rarns. Just a few questions. This is sort of a different approach 
to what I have been hearing in other places, so I want to ask you a few 
questions about it. 

In the first place, I understood you to say that here you didn’t think 
the credit curbs such as the notification of the Federal Reserve to the 
various commercial banks to cut down on warehousing, the upping of 
the discount rates of the Federal Reserve System, and the curtailment 
of building and loan associations lending by the home loan bank board, 
which we refer to as the credit curbs—I understood you to say you 
didn’t think that had affected the housing picture in California, is that 
right ? 

Mr. Muusrexvp. That is not what I meant, Congressman. I was 
referring to the increased downpayment and reduction in term of 
FHA and VA loans only. Ido feel that the various curbs have had an 
effect. 

Mr. Rarns. Well, I misunderstood. I note that you mentioned the 
tight money situation, the tight money supply. 

Mr. Mouusrexp. That is right. 

Mr. Ratns. Then I ask you the question, do you think that the credit 
restrictions which I have just enumerated there in the question I asked 
you, do you think they are having any tightening effect on mortgage 
credit here in California ? ; 

Mr. Muusrexp. I do. 

Mr. Ratns. Now, the next question: As you see the picture around 
here, do you regard it as necessary in order to keep a healthy economy 
and avoid inflation to put those curbs on the home building industry, 
the mortgage money ? ¥ 

Mr. Munsreip. Well, my approach to that problem is a little differ- 
ent. I feel that the ceiling rate on FHA and VA loans is not realistic. 

Mr. Rarns. Well, I don’t believe that affects this proposition when- 
ever yet get a straight Government action with no other intention. I 
am not saying whether it is wise or unwise. I don’t know. But the 
intent of the action which I have enumerated was to make this tight 
money supply that you have said now exists. I will ask you if you 
think that is a healthy condition, the tight money supply here in Cali- 
fornia for housing ? 

Mr. Muusrevp. It may be dangerous here in California. It may 
cut the building activity too much. : 

Mr. Ratns. You oe in the last quarter this dropped off how much, 
22 percent? I believe that was the figure. 

Mr. Muusretp. Los Angeles I think was 22 percent. 
Mr. Rarys. Isn’t that a considerable drop in one quarter ? 
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Po Mouxus rex. It is a considerable drop but we had very high rates 
of starts. 

Mr. Rains. Of course, you had a high level of production through- 
out the country. Not too high, because it was 1,400,000, had it con- 
tinued at the going rate, and we have had 1,200,000 in other years. 

That leads me to the other question: Do you have enough houses 
here in Los Angeles? I mean are you overbuilt, is the market 
saturated? Do you need any mortgage money for home building here 
in Los Angeles ? 

Mr. Muusretp. We need mortgage money for continuance of home 
building. There are spotty cases where we have too many houses at 
the moment. 

Mr. Rains. What kind of houses would that be? In what price 
menge do you need houses most according to your observation ? 

Mr. Muusretp. I don’t believe it is a question of price range, Con- 
gressman. I think we have to take care of the people that are coming 
in here continually. We have an expanding population. 

Mr. Rarns. It always has been, or it always has to be a matter of 
price because if a man doesn’t have the money he can’t get the house 
unless it is public housing, and I am sure that is not what you have in 
mind. The point I am trying to get from you is do you need houses 
in the range of price from $10,000 to $17,500, or do you need them in 
orice range from $17,500 to $35,000? About where is the greatest need 
Seni keeping in mind the ability of the person to pay, of course? 

Mr. MuusrFevb. I don’t believe I have any figures on which I could 
intelligently answer that. Iam sorry. 

Mr. Rains. I don’t follow you. I don’t say that the interest rate 
shouldn’t be up, but I don’t see where merely upping the interest rate 
would have that effect when there are Government restrictions on lend- 
ing. How would upping the interest rates loosen up the money ? 

Mr. MuusFex. In this respect: The corporation bonds, municipal 
bonds, Government bonds, are all bidding for the dollar that the in- 
vestor has to invest. Those rates have all gone up, prime rates, and 
prime credit have gone up very considerably, 3 to 314 percent per 
thousand. They have gone up twice. That is a great increase, and 
if mortgage yields could go up, they could compete favorably with | 
other types of investments. 

Mr. Rats. Of course, at the same time you do that you are moving 
into the very thing you avoided my question on a moment ago. You 
are moving into inflation when you start shoving up the interest rate, 
aren’t you? 

Mr. Munsrexb. I don’t think it is inflationary to encourage them 
to save money. 

Mr. Rarns. It is inflationary, through, to the man who must have 
the house and that is what makes the necessity for mortgage money, 
to up the cost of that house for him, and you do that if you increase 
interest rates ? 

Mr. Muunsrexp. It doesn’t necessarily up the cost of his house. 
Remember that many builders are paying a discount now. 

Mr. Rarns. Well, of course, the obvious is that when you pay more 
interest for money, naturally somebody has to pay an increased cost, 
whether it is the builder or anybody else. The money is spent, and 
that is what makes inflation. We will agree on that. Now, it is my 
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information from savings and loan associations here in California 
that there is no shortage of money, that the credit curbs put on by 
the Home Loan Bank Board when they are standing ready to lend at 
the going rate on GI and FHA loans that they can’t make the loans. 
Is that true here ? 

Mr. MunsFe.p. I can’t speak for the savings and loans because I 
am not sufficiently familiar with their operations, but if they must go 
to the Home Loan Board to borrow, there must be some shortage of 
money. 

Mr. Rarns. That is true no doubt just as there is a shortage of houses 
which is the thing that actually uses up the mortgage credit that we 
are trying to get. But in our position as Members of Congress, trying 
to take care of all of the segments, watch out for inflation, and every- 
thing else, and being primarily concerned on this committee with the 
responsibility of trying to get people houses at prices they can pay, do 
you think that if you were in that position that you would be of the 
opinion first of all that the interest rate ought to be increased on GI 
and FHA loans and the credit curbs should be retained ? 

We are trying to get more houses in Congress if they need those 
houses. That is why I asked if there was saturation here. Do you 
think if we carried out your recommendations it would get more 
houses, or would it just get more interest for the mortgage people? 

Mr. Munsrevp. I think you are going to have a distorted situation 
unless the interest rate on mortgage money can move with the interest 
rate on other investments, such as Government bonds. We are going 
to have great distortions. Insofar as the curbs are concerned 

Mr. Rarns. Remember when we raised the interest rate a few years 
ago on this variation which we put in the housing bill ? 

Mr. Munsrexp. Yes. 

Mr. Rains. Did you note that in that year we had fewer starts than 
we had before we raised it? 

Mr. Muusretp. I did, and that is what I tried to point out in my 
remarks that I read, there is a year or a year and a half between the 
time you do something and the time it actually takes effect in the field. 
Now you will note that after those rates went up, housing starts went 
up tremendously. 

Mr. Ratns. Not immediately. 

Mr. Muusrevp. No; almost a year later. 

Mr. Rarns. Then by the same reasoning, if that is correct, the fact 
that the credit curbs have been imposed then is likely to do its worst 
damage to the housing starts, not now, but next year. 

Mr. Muusrex. That is likely, because of the lag. 

Mr. Rarns. Any questions? 

Mr. McDonoven. Mr. Chairman, Mr. Muhsfeld, do I understand 
you to state generally that you believe that higher rates of interest on 
mortgages on homes would encourage investors to invest money in 
mortgages and that there should be a higher rate for that reason ? 

Mr. Muusrexp. That is correct. 

Mr. McDonoveu. You also say that the restrictions reasonably 
applied by the Housing Administrator has not affected the housing 
starts in this area, you say as of July 30 have had no effect thus far. 
Mr. Munsrew. They have had no effect thus far; that is right. 
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Mr. McDonoven. You do not believe that if the rate of interest on 
home mortgages was increased that it would not have a deterrent effect 
on the construction of additional houses in this area ? 

Mr. Muusrevw. May I understand that question ? 

Mr. McDonoven. That an increase in the rate of mortgages on 
houses would not have a deterrent effect on the construction of addi- 
tional houses in this area. 

Mr. Muusrexp. I do not feel it would have a deterrent effect. 

Mr. McDonoveu. You are familiar with a recent statement made by 
Mr. Cole, I presume. I think it was made in the last 10 days, that 
although the restrictions are now applied for shorter maturities and 
slightly higher rate of interest, that they will be relaxed if there is 
any evident slackening off of the building program for individual 
houses in the United States ? 

Mr. Munsrexp. I believe I read that. 

Mr. McDonoven. The Congress gave him that authority. 

Mr. Rains. We didn’t give it to him. 

Mr. McDonovuenu. We gave it to the President and he is executing 
it for him. 

Mr. Rains. It comes through the Federal Reserve and Home Loan 
Bank Board. It all works together. 

Mr. McDonoveu. Now, on the early part of your statement, you said 
some 22-percent decrease in starts during the third year, during the 
third quarter of 1955, but I am reading here an editorial from the 
Los Angeles Times, dated October 29, in which it states that, cer- 
tainly there are no signs of abuse in Southland’s homebuilding econ- 
omy. As of the first 7 months of this year, Los Angeles County issued 
more permits for single-family and multiple-dwelling units than were 
issued in any entire State with the exception, of course, of California. 

Now, we must have been in a very high market as far as new starts 
were concerned to show anything like a 22-percent reduction when 
during the first 7 months of this year this county has exceeded any 
other State in the Union. 

Mr. Muunsretp. I mentioned during the first 2 quarters, the first 6 
months, our starts were at a very high rate. The reduction was in the 
last quarter. They are talking about 7 months and I am talking about 
9 months. 

Mr. McDonovuen. The 7 months I am talking about are the first 7 
months of this year. 

Mr. Muusrevp. That is right. 

Mr. McDonoven. You are talking about the last 7 months, the 
last part of 1955. 

Mr. Muusrevp. No, I pointed out that during the first 6 months of 
this year starts were at a very high rate. The reduction came in the 
third quarter, the following 3 months. 

Mr. McDonoveu. So for that reason you don’t think the restrictions 
have had any serious effect on the building starts here ? 

Mr. Munusrexp. If it continues, it is bound to have an effect. 

Mr. McDonoven. But will the effect be because they can’t sell the 
mortgages, or will it be because the buyers don’t want to buy that 
increased rate of interest. 

Mr. Munsrevp. Well, we haven’t had any increase in rate of inter- 
est recommended or discussed. The builders are amazingly sensitive 
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to the market for houses. They may tend to go ahead and there are 
sometimes factors encouraging them to go ahead, but if there are too 
many houses in an area here they slow down. As a matter of fact, 
this pulling down in the third quarter is undoubtedly watching the 
market, watching the unsold houses. I can’t say it is all due to money 
tightness. I think it is partly due to the tightness of money. 

‘Mr. McDonoven. On the next to the last ] page of your statement, 
you say the real factor is the fixed and inflexible interest rate estab- 
lished for VA and FHA loans, which is a real problem. You say a 
fixed and inflexible interest rate. How flexible should it be and what 
should the minimum be ? 

Mr. Muusrevp. I am not prepared to make recommendations. I 
haven’t thought it out as to minimums and maximums, but I do feel 
that there should be some means of adjusting that rate from time 
to time to keep it in line. For instance, the Government bond market 
keeps in line with the supply of money. When money is loose, the 
price of bonds is up, and the yield is down. 

Mr. Rarys. The simple truth of the business is that the bond mar- 
ket, the ups and downs of the Federal bond market, when they throw 
one on with a high rate of interest, that is what sets the looseness and 
tightness of money, and also sets interest rates; doesn’t it ? 

Mr. Muusrevp. I don’t believe that they put out bonds at a higher 

rate because they want to tighten things. I think they put them out 
because they know that they will have to have a greater return in order 
to get the bonds sold. 

Mr. Rarns. Well, there are 2 schools of thought in this country 
about interest rates and about what causes them to go up and down, 
and I want to point out just 2 things to you. In the first place, all 
building and loan association money, I don’t say it is all controlled, 
but a large measure of it is controlled by the action of the Home 
Loan Bank Board, a Federal setup, and about 3314 percent of all 
houses built in America are built from mortgages secured from home- 
loan associations. Commercial banks pur chase about 34 to 35 percent 
of the mortgages which build houses in this country, and the interest 
rates for them are determined by the action of the Federal Reserve 
bank as they up and down the discount rates. That is 6634 percent 
of the money which goes into the homes in this country and they are 
both federally regulated. 

Now, the only other third is represented by the open-money market. 
So don’t you believe that the big end of the stick, the two-thirds con- 
trolled by the Federal Government, doesn’t that operate the interest 

rates up and down? Does the Government set interest rates or do 
you fellows in the open-money market set it up ? 

Mr. Muusrevp. I don’t believe that we set interest rates, but I can- 
not reconcile your figures. In the mortgage field you have savings 
and loans, savings banks, life-insurance companies. The savings 
banks, life-insurance companies are not under this Federal regulation. 

Mr. Ratns. That is the wide-open market part I am talking about. 

Mr. Muusrerp. I think it is much more than a third of the ‘market. 

Mr. Rarns. That is not what the figures sent out by the Govern- 
ment and the bureau say. That is in round numbers. That is close 
to the percentage given to us by Government agencies. I am speak- 
ing of FHA and VA mortgages when I say that. The percentage 
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of those are financed in the percentage I gave you by those organiza- 
tions. It is my opinion that the Government controls interest rates 
by the manipulation—given the right by Congress, I am not complain- 
ing, I don’t mean to use the words in its wrong sense—of the money 
market and I don’t think that the flexibility situation that you said 
in the interest has a thing to do with it because you have got a guar- 
anteed loan at 414 or 5 percent, whatever the figure is on FHA, 414, 
I believe, and bankers in New York told us that a 414 percent guaran- 
teed loan was a better investment than you could get in Government 
bonds or in municipal bonds, tax exempt though they be, so it seems 
to me that the real trouble, if there is any trouble in the money market 
today, comes by virtue of the restrictions which have been put on 


the two segments of our market, mortgage market which control a 
large amount of it. 


Do you believe that? 

Mr. Muusrevp. Congressman, you undoubtedly have a broader pic- 
ture about it than I have. 

Mr. Ratns. I don’t think I know as much about it, but I would like 
to find out if I could. 

Mr. Muusrewp. I do have the everyday picture of the insurance 
companies I represent telling me what yield they are getting from a 
new Westinghouse issue or what yield they are getting from a munici- 
pal or some other issue. The bond market definitely has the jump 
on the mortgage market and the companies are not putting their 
money in mortgages. Those that are free are not. 

Now, some are highly restricted as to what they can put their money 
into, but many of the companies that are free to put them in other 
investments are putting them there rather than in mortgage loans. 

Mr. Rains. By the home builders there has been generated the 
idea—and we are merely exploring these matters, I have no opinion 
to express on them—that there should be since Fannie May does not 
any more support the market, but follows it, and since those who 
operate Fannie May seem to think that they are supposed to make 
money—lI don’t think they are—so a lot of these fellows on the home- 
building industry tell us that there ought to be for that segment of 
the mortgage lenders in America some kind of a central mortgage 
bank, we will say something closely akin to the Home Loan Bank 
Board, that you turn loose that part of the mortgage lending business 
to the wild wolf across the country. 

Do you believe that? Do you believe that ought to be done? 

Mr. Muusrevp. I am afraid you are a little out of my field. There 
has been much discussion on it. I haven’t seen anything practical. 

Mr. McDonoveu. Mr. Muhsfeld, in your experience in investments, 
and I am referring to the question Mr. Rains asked you previously 
about the difference between bonds and the interest and the return on 
bonds as compared to mortgages—of the two types of investments 
which do you think have the greatest security behind them, regardless 
of the interest rate or the yield, the bond or the mortgage? 

Mr. Munsreitp. Congressman McDonough, I am a mortgage man. 
I tell my people that, but they don’t agree with me. 

Mr. McDonoven. You mean you tell them that the mortgage has 
the greatest security in your opinion ¢ 

Mr. Munsrexp. That is right. 
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Mr. McDonoven. The difference being that a bond of General 
Motors or General Electric, and so forth, it is a first mortgage on their 
assets, whereas a mortgage is on the success of the man that lives in 
that house to pay it out? 

Mr. Muusrep. That is correct. 

Mr. McDonoven. However, you can offer a better rate of interest 
on mortgages than the bond people can ? | 

Mr. Muusrevp. That is a problem we are always up against. 

Mr. McDonoveu. Well, you may go to 6 percent if it isn’t an FHA 
mortgage, so you have a greater interest to interest an investor in than 
the fixed interest on a bond? 

Mr. Muusretp. There is the cost of servicing, inspection, and so 
forth. 

Mr. McDonoveu. That is a half a percent. 

Mr. Muusretp. Yes; so you come down to 4 percent. Then in 
their home office they figure their cost of accounting, inspecting, 
buying, doign all of the work necessary for the investment in that 
mortgage, at anywhere from a quarter of a percent upward, so you 
are down to something less than 3.75 percent and you still have 
whatever exposure you have on it which they feel is more as a rule 
than they have on a first-class bond investment. ‘ 

Mr. McDonoueu. Now, in delineating the obligation of the mort- 
gage investor and the mortage buyer, the assembler as your 

Mr. Munsretp. Originator, we call it. 

Mr. McDonoven. And you said there should not be a fixed rate, 
but a flexible rate, certainly you must mean that the minimum must 
be more than 414 percent, because at that figure you are now breaking 
it down to 3.75 before you can offer the investor his return. 

Mr. Muusreip. Congressman, there is a problem that we have here, 
Texas, growing areas. The money lenders in the East, if they can 
invest and service their own loan and it is right there, they don’t 
have to send people out on airplanes or trains to spend a lot of money 
looking after an investment. They will take a lower rate there in 
some areas and at some times have loans made at less than what 
your rate is now. . But when you fix this rate so firmly, it becomes 
the minimum as well as the maximum, and you have areas around 
Boston where the conventional loan is going at a lower rate than your 
insured loan up to about a year ago. It is up now, because the con- 
ventional loan can follow the market and it is up, but it can work 
two ways. 

Mr. Rarns. Any other questions, gentlemen ? 

Mr. Asutexy. I have a question here, sir. 

Mr. Rains. All right. 

Mr. Asutry. On page 3 of your statement, you make the sugges- 

tion that consideration be given to eliminating the maximum sale price 
of the property under VA loans in lieu of establishing a loan amount. 
Now, I just wonder in effect whether this doesn’t remove all of the 
protection that the GI has at the present time ? 
_ Mr. Monusrexp. My thought in making that statement was that it 
is Just like the interest rate. When you put a figure down as FHA, 
saying that this house is worth $14,350, that becomes the minimum 
gain as well as the maximum, not in all cases but for the majority. 

Mr. Asuuxy. It doesn’t have to be the maximum, though. 
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Mr. Muusrexp. It doesn’t have to be, but the tendency is to do that. 
I think that the veteran can and does shop now many houses before 
he settles on the house he wants to buy, and he can judge those values. 
When there is a scarcity and people had a scarcity value in their houses, 
certainly it was necessary. But we are quite a bit passed that time. 

Mr. Asuury. I don’t see the practical desirability of this, to tell you 
the truth. I am trying to understand exactly what is behind this 
suggestion. You remove the certificate of reasonable value which 
establishes the maximum that the veteran can pay and he will buy 
the same house for more money, as far as I can see. You say that 
that is a good thing for the veteran. I don’t agree with you. I don’t 
see how he benefits at all. On the contrary. 

Mr. Muusrexp. I say he very well may buy it for less by increasing 
the competition among the producers of houses. 

Mr. Asuiey. Then you are finding fault with people that write out 
the certificate of reasonable value. You are saying that isn’t accurate. 

Mr. Muunsrevp. No; I did not intend to imply that. Actually the 
certificates of reasonable value in my opinion are not too high. You 
can take most of these houses. A veteran can go out and sell his 
house for $1,500 more within a year. I don’t think they are too high. 

Mr. Asutey. I still don’t see how the veteran is going to get a 
better break under this suggestion. I still don’t see. 

Mr. Muusrexp. He is going to shop for the price. He will look 
for the values and I think the end result will be the stronger com- 
petition to please the veteran as to what he wants and get the price 
down to him. 

Mr. Asutry. Well, would you go along with the idea that the vet- 
eran be allowed to pay still no more than the CRV, but anything less 
that he is able to? 

Mr. Muusrexp. Well, that is the case now. I think that he has 
so big a choice. 

Mr. Asutey. But you want to make it possible for the veteran to 
pay more than the CRV ? 

Mr. Munsrerp. Should he want to. Remember, there are many 
veterans who are unable to use their loans because they may not be 
able to get the value appraised in it, particularly in older neighbor- 
hoods, in higher priced houses. 

Mr. Apponizio. You say many veterans. What do you mean by 
“many” ¢ 

Mr. Muusrewp. Those particularly that are buying in over $20,000 
range. 

Mr. Apponiz10. Do you have any facts and figures on that ? 

Mr. Muusreitp. No; I donot. 

Mr. Apponizio. Well, that isa very broad statement. 

Mr. Rarys. Any other questions ? 

Mr. O’Hara. Yes, Mr. Chairman. 

Mr. Rarns. Mr. O’Hara. 

Mr. O’Hara. Mr. Muhsfeld, I am interested in your statement on 
page 1, we must depend upon the investment of accumulated savings 
in the East for our continued development, and it is only natural that 
an investor will tend to invest his funds in securities close to him 
where servicing costs are low, and where he has the opportunity of 
personally seeing and investigating the properties in which his money 
is invested. Did I understand that correctly ¢ 
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Mr. Muusrexp. That is part of it, but there is also the matter of 
making it attractive for the investor to come 3,000 miles away to 
invest mone 

Mr. O’Hara. Now, Mr. Muhsfeld, you are acquainted, of course, 
with the historical background going back to the late twenties when 
the financing for the building of our apartment buildings, our hotels, 
our residential properties, was through what they then called the 
gold real-estate bond. You will recall these bonds were sold to the 
people because they paid a high interest rate, 7 and 8 percent interest, 
and it was said that no one had ever lost a nickel in the purchase of 
a gold real-estate bond, and people drew their money out of the banks, 
their savings, and they bought these securities because of the high 
interest rate. There was something like $17 billion that came from 
Chicago and other middle western cities to build hotels in Texas, 
hotels in California, and elsewhere. You know the story of these 
hotels, the tragedy that befell the unfortunate and impoverished bond- 
holders who had put their savings in properties far from where these 
people had made their money and accumulated their savings. Are 
you recommending a return to that, that you want a 5-percent interest 
here in order that you can induce the savings from the east, from Chi- 
cago, New York, and other places, to be brought out here because of a 
higher interest rate; is that- what you are advocating ? 

Mr. Munsrevp. Iam not. I believe there was a misunderstanding. 

Mr. O’Hara. I thought there must be, because I know what a 
splendid gentleman you are, and how justified is your reputation as a 
good businessman, so I thought I must have misunderstood, and I 
would like you to explain what you really mean. 

Mr. Munsrexp. I am talking about the people that save through 
savings and loans organizations, savings banks, and so forth. 

Mr. O’Hara. Let me stop you there. Is it not the fact that the 
money of the building and loan associations and the savings banks 
represent the savings of the depositors, the little people, let us say ? 

Mr. Muusrerp. That is right. 

Mr. O’Hara. So, after all, they are, in a way, in the same position of 
those little people who bought gold real-estate bonds. 

Mr. Muusreip. Congressman, I think there is quite a difference 
between a gold bond and the insured guaranteed loan of the United 
States Government. 

Mr. O’Hara, I think you are quite right. When these investments 
in the late twenties were put into gold real-estate bonds, there was no 
guaranty of the United States Government back of them. Now we 
have the Government’s guaranty and the interest should be much 
Jower because there is no chance being taken. They are guaranteed. 

Mr. Muusretp. Congressman, we are talking about the net yield 
on these guaranteed mortgages, being in competition with Govern- 
ment bonds, themselves. We are not talking about great spreads. 
They are actually in competition with Government bonds. 

Mr. O’Hara. I appreciate that. You are saying that it is hard 
to market because money can get a higher yield from some other kind 
of security. So, ther efore, you are going to compete with these other 
securities by increasing the interest rate, and even though these mort- 
gages are guaranteed, but because of banker competition - you are going 
to put the burden of ‘higher interest on these little fellows, these vet- 
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erans and these people who want to buy homes. That isn’t sound, is it? 
1 mean, from the standpoint of the public interest. 

Mr. Muusrevp. I surely should not get into a discussion of eco- 
nomics, but from my standpoint I think that there are just as many 
small people investing or saving in these institutions as there are buy- 
ing homes, if not more. 

Mr. O’Hara. Then we are interested in the security of their in- 
vestments, aren’t we? 

Mr. Muusrexp. That is correct. 

Mr. O’Hara. And we seek to. give them the greatest possible degree 
of security by having them Government guaranteed, to the extent that 
guaranty goes. 

Mr. Muusrexp. That is right. 

Mr. O’Hara. Then we must look to the value of these properties, 
whether they are being constructed at a time of unusually high cost 
of construction which will not be reflected when you have any defla- 
tion, and also upon the ability of these people with a deflated wage to 
continue making their payments on the homes they are buying. 

Now, those are elements that enter into the matter of security ? 

Mr. Munsrevp. Right. 

Mr. O'Hara. Then have we not a right to inquire if we are building 
homes and selling them at prices within the continuing means of the 
purchasers to carry; that 1s, if the need of a great segment of our 
population is for $10,000 homes, and we are building fifteen- and six- 
teen- and eighteen-thousand-dollar homes, and they are taking on the 
obligation, not that they have any reasonable hopes of meeting the 
future commitments, but there is no other place to go, then basically we 
have not very much security, have we, for these investments ? 

Mr. Munsretp. Well, I think you are leading me up a path which 
is based on false premises. Now, it isn’t a question of these people 
buying a house because they have no other place to go. These people 
are buying houses today because they want them. We out here, if 
you have seen some of these houses, we have some of the most beau- 
tiful houses in the country. . People want their own home. It isn’t 
a question of buying it only out of need for a place to live. 

Mr. O’Hara. Yes, good salesmanship, we have been through a period 
of war, we want a little light, we want a little color, and we want a 
little glamour. These things may be put into houses to make them 
more salable now because after all very little downpayment is re- 
quired, terms are easy. While they can look ahead, they do not know 
whether they can meet these commitments or not, they take them on, 
but if you are interested in the continuing security of the investments 
in these real estate properties should not you consider these other 
factors ? 

I have taken too much time. I am getting into an academic discus- 
sion. But I do appreciate your being here and having the opportunity 
of consulting your counsel. 

Mr. Rarns. We have taken a lot of your time. You have been a 
good witness. We are on a subject that is difficult for us. It is diffi- 
cult for me, to say the least. We appreciate your coming. We have 
three other witnesses. ' 

Do you have a question ? 
Mr. Tare. Yes. 
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Mr. Ratns. Go ahead, Doctor. 

Mr. Tautiz. I would like to ask you whether you believe there is 
any fear of overbuilding in this area? 

Mr. Muusrexp. I would say that the area can be overbuilt tempo- 
rarily, but, as I said before, as loosely knit as the building industry is, 
and the mortgage industry—we have very little community—I am 
amazed at how sensitive the builders are to the change or saving of 
demand. We have had it in sections that have been overbuilt for a 
while, and then they come out of it, and there is demand there again. 

Mr. Tate. I understand population is increasing rapidly every 
month because of in-migration. 

Mr. Muusrexp. That is correct. 

Mr. Tatix. One more question: Are you familiar with college loans 
that have many years duration, college loans that run for 40 years? 
Are you familiar with those ? 

Mr. Muusrerp. No, sir; I am not. 

Mr. Tauxe. That is all, Mr. Chairman. 

Mr. Rains. Thank you. Thank you for appearing, Mr. Muhsfeld. 
We appreciate your coming. 

The next witnesses we have seem to be together, Mr. Walter Keusder 
and Mr. Ben C. Deane. 

Come around, gentlemen, and each of you identify yourself for the 
record and proceed as you desire. 

Do you have any extra copies of your statement ? 

Mr. Krusper. Yes, sir. 





STATEMENTS OF WALTER KEUSDER, PRESIDENT, AND B. C. DEANE, 
CHAIRMAN, MORTGAGE FINANCE COMMITTEE FOR THE HOME 
BUILDERS INSTITUTE 


Mr. Kevusprer. Gentlemen, I am Walter Keusder, president of the 
Home Builders Institute, and this is Mr. Ben Deane, who is the chair- 
man of our mortgage finance committee for the Home Builders In- 
stitute. Mr. Deane is an associate of the National Association of 
Home Builders,*and Mr. Deane, in our presentation here, will cover 
that more thoroughly, so I think without wasting any time I will turn 
the microphone over to Mr. Deane, and ask him to read the presen- 
tation. 

If you gentlemen follow this through with us it may shorten our 
time with you, and any questions after that we will be glad to go into. 

Mr. Rarns. You may proceed. 

* Mr. Deane. Thank you. 

On behalf of the Home Builders Institute, I wish to express my 
gratitude for this opportunity to speak before your committee. The 
Home Builders Institute is, as you know, the trade association of 
volume builders in southern California, whose members build more 
than 80 percent of the total volume of single-family residences con- 
structed for sale in this area. We wish to point out that builders in 
this area construct approximately 10 percent of the total volume of 
single-family units constructed in the United States. Further, that 
8 of the top 14 volume builders in the country are southern California 
builders. Because of this volume of construction we have been able to 
produce what we believe to be the finest house dollar for dollar in 
the country. 
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I have been asked to convey to you the feeling of our members that 
we are heartily in favor of the work being done by your committee, 
in developing factual information regarding the building industry, 
and that your study can only result in benefit to us. It is our desire 
to cooperate with you in every way possible. 

We have been asked to comment on the present condition of the 
mortgage market and the effect on our industry of the recent restric- 
tive actions of the Federal Government. Needless to say, our diffi- 
culties in the first instance have been amplified by the second. 

The restrictive actions of the Government have slowed up the flow 
of mortgage money to a point where, at the present, there is very little 
long-term mortgage money available in southern California on any 
basis. We have seen the discount rate increase during the last 12 
months by from 3 to 4 points. As a result, mortgage money is avail- 
able on a ruinous basis which will have a major influence on the de- 
creasing volume of construction in months to come. This volume was 
alerady decreasing beginning in June and July of this year as a result 
of several factors which include: 

(a) The probability of a tight mortgage market even before any 
talk of controls. 

(6) The feeling that house production was catching up to demand 
to a point where production should not anticipate continuation of our 
very strong sales position. 

(c) The long period necessary for VA processing, and the low 
valuations of mortgage VA commitments. 

These caused the average builder to cut back his operations pend- 
ing a clarification of these problems and a favorable stabilization of 
the mortgage market. In the face of this, the credit manipulation 
of the Government, principally the raise in the rediscount rate and 
the cloaked opposition of the Federal Reserve Board to warehousing, 
resulted in a further shortage of normal financing. 

Statistical information currently available shows that this cutback 
in construction beginning in the first quarter of this year has resulted 
in a drastic reduction in housing starts which will be of serious con- 
sequences in the very near future. The number of dwelling units 
started in Los Angeles County in the quarter ended September 30 
dropped 22 percent below the previous quarter, as Mr. Muhsfeld said. 
In Orange County the drop was 32 percent. These figures actually 
reflect decreases in subdivisions planned in the first quarter of this 
year. 

The number of subdivision lots recorded in Los Angeles County has 
dropped every month since December of 1954. The September total 
dropped 40 percent from August. The volume of tentative tracts 
submitted to the Los Angeles County Regional Planning Commission 
for approval dropped 55 percent from October 1954 to October 1955. 
The volume of submissions to VA has decreased more than 50 percent 
since the peak in May. What this all means is that by spring, when we 
feel the full impact of the slowups which have been occurring at the 
planning stage, we will find that the volume of building in this area 
has dropped 25 percent to perhaps 40 percent. These decreases have 
really not begun to reflect the full impact of the recent Federal home- 
loan-bank curtailment of credit to the savings and loans, and have 
not been affected at all as yet by the increase in downpayments and 
decrease in amortization rates at VA and FHA. 
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With relation to the Federal home-loan bank, this curtailment of 
credit has virtually eliminated the savings and loan associations as a 
source of FHA and VA financing. 

We now hear statements from Government officials to the effect that 
restrictive policies will be relaxed “the moment the Government is 
persuaded the danger of inflation has receded.” It is altogether pos- 
sible that the restrictions that were designed to stop inflation may do 
so to the extent that they will stop building and cause unemployment. 
They may at the same time create a housing shortage, which will in 
another sense cause inflation. 

If this situation is to be corrected by the first part of next year the 
wheels must be put in motion now and some means found to make more 
mortgage money available to builders. One method of facilitating 
this would be for the Federal Reserve Board to encourage rather than 
discourage mortgage warehousing. 

Mortgage warehousing, as we builders think of it, is the practice of 
putting our loans temporarily with a lender during the period neces- 
sary to close the loans and secure mortgage guaranties, and to leave 
them there for a period thereafter until the builder can deliver his 
loans in a package to a long-term lender. This gives the builder the 
advantage of being able to choose his market and sell at a higher rate 
than might otherwise be the case if he were forced to unload the loans 
immediately upon completion of the houses. This whole subject of 
mortgage warehousing is perhaps the key to the solution of builders’ 
financing difficulties. Although there have been recent statements to 
the effect that the Federal Reserve Board did not intend to completely 
shut off warehousing, the fact remains that this has occurred. 

We concur wholeheartedly in the remarks made in the testimony 
of Mr. Thomas B. Coogan on October 6, 1955, wherein he discussed 
the warehousing situation and recommended the organization of a 
central mortgage bank working in close cooperation with the FHA, 
VA, and the Treasury. Some such plan, regardless of the name given 
it, could have a tremendous stabilizing effect on the building industry. 

I think it is well to point out that discounts on VA mortgages are 
not allowed in appraisals and valuations issued by that agency. Con- 
sequently, these costs must be absorbed by the builder. In today’s 
heavy discount market we find that in many cases builders are losing 
the major portion of their profits on this account, and cannot continue 
to do so indefinitely. Actually, we are concerned with the financial 
stability of some of our builders who were caught with project devel- 
opments which they could not retract. Between low VA commitments 
and excessive mortgage discounts, they are faced with the prospect of 
severe losses. 

Historically, there has always been a larger discount on money in 
this area than is the case on the eastern seaboard. We believe there 
are reasons for a certain amount of this, and think this fact should be 
recognized by the VA. However, they have steadfastly refused to do 
so. Their policy is not consistent with that of the Federal National 
Mortgage Association. At the present time FNMA is paying one 
point more for mortgages in New York, and on the eastern seaboard, 
than they are paying here in Los Angeles. This is partial recognition 
of the existence of this cost of money, and we believe that VA’s policy 
in this respect should be consistent with that of FNMA. FNMA 
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under its present structure is of little or no benefit to us. They have 
adopted a position of following the market and staying below it rather 
than leading the way toward stabilization. We believe that a com- 
prehensive study of this problem is in order. FNMA should be a 
workable body which could perform the function of a true secondary 
mortgage facility. 

With respect to FHA, we can report that it our impression that it 
has fully recovered from the demoralizing effect of last year’s investi- 
gations, and is doing a splendid job in our area. In order that FHA 
may continue to operate in this manner we believe that it should be 
allowed to use its own funds to conduct its operations without the 
necessity of seeking a new and separate appropriation each year. 
FHA is a self-supporting, profitmaking organization, and should be 
allowed to use its income to take care of its own administrative ex- 
penses so that periodic increases in workload could be handled without 
the necessity of having to seek additional appropriations. 

As far as the increase in downpayments and decrease in term of 
amortization is concerned, we hope and trust that this is a temporary 
measure. Weare firmly opposed to the philosophy of certain reaction- 
ary segments of our economy which have long advocated the elimina- 
tion of the nothing-down veterans’ house and have campaigned for 
shorter amortization rates as a permanent Government credit policy. 

Let us not now falter in the great strides we have made since the 
formation of FHA in the early thirties. Prior to this time adequate 
housing in single-family residences was largely unattainable by the 
great bulk of our people. Those who did avail themselves of existing 
credit ended up with a tremendous burden in interest charges and 
short amortization rates, which helped aggravate a bad foreclosure 
condition. The new concept of the FHA started a wave of building 
and single-family-home ownership never previously contemplated. 

A recent Federal Reserve Board bulletin points out that in the past 
15 years single-family-home ownership has more than doubled, and 
we are witnessing the greatest land reform movement in the history 
of civilization. At the start of FHA we saw great objections to the 
credit principles outlined under the FHA program. It was stated 
by many that we would soon see the complete collapse of the mort- 
gage credit structure of the country as a result of the liberal terms 
allowed. This has not proven to be a fact. When the nothing-down 
veterans’ loan came into existence after the war the cry went up even 
louder. Now we could certainly see a situation where, to quote, irre- 
sponsible people, would move into homes with tongue-in-cheek atti- 
tudes, only to move out in a short time and burden the Government 
with tremendous losses on these insured loans. 

This also has proven to be false. In both cases the exact opposite 
has occurred. The people who bought these houses have proved to 
be completely responsible citizens intent on protecting a new-found 
pride of ownership, which has helped them become more stable mem- 
bers of a free-enterprise society. This is evidenced by foreclosure per- 
centages, which have never exceeded one-half of 1 percent. 

We hope that these remarks will be of benefit to you, and we will 
be happy to supplement them with any other information we have. 

Mr. Ratns. We shall take a 2- or 3-minute break to stand up now. 

(There was a short recess taken.) 
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Mr. Rarys. The committee will be in order. 

T have only 2 or 3 questions, gentlemen. 

I think your statement is a very good one, that it is factual and 
carries a lot of information of value to the committee. There are a 
few recommendations in it which may be good but one in my opinion 
would be impossible, and that is that Congress let FHA operate on 
its own funds without appropriation. 

You do not realize that the Appropriations Committee does not 
let anybody do that. They want to keep a finger on that. That has 
been suggested many times, but I doubt if it can ever actually come 
about because those members of the Appropriations Committee claim 
they are the watchdog of the Treasury, and they hang onto it pretty 
carefully. 

Back on page 2 of your statement, under paragraph C, as one of the 
things helping to hold up housing here, is the long period necessary 
for VA processing, and the low valuations of mortgage VA commit- 
ments. ile it is true this committee is charged with looking into 
the housing picture, we are interested in credit for all. 

So I want to ask you about C: What is the reason for that? 

Mr. Kevusper. They have had a tremendous load thrown in on them, 
and they begin to get further and further behind. Under the civil- 
service situation, the VA salaries are very low. They cannot com- 
pete with private industry, and they cannot compete with some other 
governmental organizations. Asa result, they have had a tremendous 
difficulty in getting qualified help. 

Mr. Rarns. In other words, their main trouble, then, is a lack of 
qualified personnel to keep up the workload; is that correct ? 

Mr. Kevusper. I think that is right. ‘ 

Mr. Ratns. Of course, your recommendation, then, would be that the 
salaries be increased to a sufficient point where they could get qualified 
help and enough of it ? 

Mr. Keusper. That is right. We have made that recommendation. 
I personally made the recommendation in Washington that the Civil 
Service Commission review their classification and step them up so 
that they are somewhat comparable to what the qualified personnel 
could get in other lines of industry. 

You also realize that the VA program theoretically is due to taper 
off in 1957 as it gets down to Korean war veterans and, therefore, the 
stability of the employment is possibly not as great as in other fields. 
At least prospective job seekers would consider it would not be as 
permanent as other agencies. 

Mr. Rarns. Do you hear from the local VA officials that might be a 
deterrent factor in securing proper help, the fear that the program 
may come to an end? 

Mr. Kerusper. Yes; but they have not indicated what percentage of 
weight we would give to that. There is something to that, but how 
you would weight it in relation to the salary scale I don’t know. 

Mr. Rarns. Of course, I would like to see the day come when we 
could get rid of a lot of Government employees, as would every other 
Member of Congress, but I say be of cheer. I cannot remember any 
time when an agency was closed that there wasn’t another opened up, 
so they could get a job. 
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Have you approached the saturation point?) By that I mean have 
you met the needs for housing in this area of southern California? 

Mr. Kevusper. No, we will never meet the need for housing in 
southern California except for limited periods of time. If we cut off 
our building today in 6 months’ time we would have such an under- 
supply of housing that we would have to work like the devil to catch 
up. 

We have got to this point: We have been producing houses about in 
relation to the demand. Now, the first of this year the builders taking 
advantage of a little easier mortgage market than we had were pro- 
ducing at probably a larger scale than the market would absorb, and if 
you will notice we have said there that the builders were cutting back, 
and part of it was due to the fact that we felt if we kept on at the rate 
we were doing at the first of the year we might build a little faster than 
the market could absorb. 

The builders are very sensitive to this supply and demand situation, 
and we do not intend any of us to build faster than the market can 
absorb them, so, therefore, there was a voluntary cutback on the part 
of practically all of the builders to some extent so that they would not 
get ahead of the market. 

Mr. Ratns. You anticipate the continuing need, then, to be de- 
veloped and brought about by the influx of population which comes 
to the great State of California, or cause families, and so forth ? 

Mr. Keusprr. Both. 

Mr. Rats. I was truly impressed with the statement which we all 
know about, but a significant statement to hear in southern California, 
these percentages, that you built 10 percent of the total volume of 
single-family units, and that 8 of the top 14 volume builders in the 
Nation were here in southerr’ California. 

Dr. Talle? 

Mr. Tate. No questions, Mr. Chairman. 

Mr. Rarns. Mr. Addonizio? 

Mr. Apponiz1o. No questions, Mr. Chairman. 

Mr. Rats. Mr. Barrett? 

Mr. Barrerr. I just wanted to ask you the one question: You speak 
of Tom Coogan’s statement on October 6. Apparently that was in 
New York. 

Mr. Kevusper. Yes. 

Mr. Barrerr. He said at that time there were some areas overbuilt, 
and we heard, too, there were some overbuilt areas here. 

Do you know of any area that is overbuilt ? 

Mr. Kvursper. Temporarily overbuilt, yes; it has happened in vari- 
ous areas around here. We had an area, for instance, Pomona, that 
2 years ago or a year and a half ago the builders flocked in and got a 
little ahead of the market, so they pulled out for a while, and in 6 
months there was a very healthy demand in Pomona. 

You can go around our area now and find in certain spots that cer- 
tain tracts of houses are not selling too well, but you can go right 
across the street and find another tract that is selling just as fast as he 
can produce them, he is all sold out and wishes to heck he had the 
financing to do some more. 

Mr. Barrerr. What happens to the price when they are overbuilt ? 
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Mr. Keusper. When I say “overbuilt,” you should understand that 
T mean the houses are in the plastering stage, or nearly complete, and 
not all sold out. 

Mr. Barretr. You are speaking of starts. Have you considered the 
starts, and then considered them as being overbuilt ! ? 

Mr. Krusper. As far as starts are concerned, we are not overbuilt. 

Mr. McDonovucu. Do you find that the majority of the purchasers of 
new houses here are from out of State ? 

Mr. Kervusprer. Ben, do you have any figures on the percentages of 
new people versus local people? 

Mr. Deane. I cannot answer your question directly, Congressman, 

T do not have any information in that respect. I will say that accord- 
ing to the best information we have an influx of about 180,000 people 
a year, that increase in population. 

‘Mr. Keusper. It is 260,000 in the metropolitan area. 

Mr. Deane. That has not slacked off. That has been a constant 
curve since 1940. 

Mr. McDonovucu. Well, we have a very low vacancy factor, as far 
as houses available for rental, so evidently many of the new houses are 
sold to people coming here from out of State. 

Mr. Keusper. Yes, I would venture a guess that half of the people 
buying houses are people from out of State buying their first property 
here. How long they may have been in Los Angeles we hesitate to 

say, but people that have been here mainly less than a year. 

Mr. McDonovuen. Then the other half are people who are living 
in congested areas and want to get out into the new subdivisions or 
vet into a more modern house, and they are leaving the house they have 
lived in for a number of years, or selling it off to someone and buying 
a new house. 

Mr. Kerusper. That is correct. 

Mr. McDonoven. In that purchase of new houses, in what price 
class is the majority of the houses sold? What price class do they 
buy the most ? 

Mr. Kevsprer. As far as the for-sale houses are concerned, they will 
range from $10,000 to about $18,000 or $19,000. 

Mr. McDonovenu. That is the majority price class for sale? 

Mr. Keusper. Yes. 

Mr. McDonoveu. Are we at the present time overbuilt in that price- 
class house here ? 

Mr. Keusprer. No. 

Mr. McDonovuen. And when you say we are not overbuilt you mean 
that most of the houses in that price class are sold before the plaster- 
ing is completed on the house ? 

Mr. Keusper. Have been, yes, and at this point there are possibly 
some of them that are wetting close to the completion stages before the “V 
are sold, and I think in a few tracts you may find some houses alre: dy 
completed that have not been sold, but that comes back to the fact that 
people are much more selective today than they ever have been before, 
and they will defer buying until they can find something that they like. 

Mr. McDonoven. Do you find people today with more money to 
make a downpayment than you did 5 years ago? 

Mr. Keusper. Yes. 
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Mr. McDonoven. And do you find people who don’t have to make 
a large downpayment willing to make a downpayment in order to cut 
back the mortgage that they have to carry ? ong 

Mr. Krusper. Insome cases. That is probably the minority. They 
usually figure they take the terms that are offered and if it is the 
house they want and it happens to have a little higher pavegnytnns 
than a house they don’t want at a smaller downpayment, they will 
buy the one with the higher downpayment. 

Mr. McDonoveu. Do you find many people buying these houses 
for investment purposes, or do they want to live in it themselves? 

Mr. Kerusper. Very few for development purposes; practically all 
for personal use. 

Mr. McDonoven. You are familiar with the urban redevelopment 
program we discussed this morning with Mr. Sesnon and the mayor? 
Were you here? 

Mr. Keusper. No; I was not here; but I am slightly familiar with it. 

Mr. McDonoveu. You know the urban wo ass secon program 
under way here? 

Mr. Kevusper. Yes. 

Mr. McDonoven. That is going to create additional rental units 
in a lot of the so-called slum areas here now. What effect do you think 
that program will have on the building of new houses in the outlying 
areas ? 

Mr. Keusper. I don’t think it will have any. 

Mr. McDonovueu. Are builders of new houses cooperating with the 
slum clearance ? 

Mr. Keusprer. Insofar as we can. However, so far we have really 
found no place in the picture for us. 

Mr. McDonoveu. I know your opposition to public housing. Do 
you believe the slum clearance and urban redevelopment will supple- 
ment or rather provide housing units for people who might possibly 
get into public housing and reduce the possibility of building public 
housing / 

Mr. Kervusprr. I wouldn’t make that statement. To some extent that 
may be true, but I think in the redevelopment area they will produce 
housing above the income of the people you are talking about, but the 
people moving in there will be the people coming out of the lower- 
priced apartments, making room for people who can step up to them. 
That actually is what has been taking place in Los Angeles right along 
for the past 5 years. The number of new houses that we are building 
plus the garden apartments that are being built on conventional 
financing is taking enough people out of the existing apartments to 
enable people coming in who want an apartment tery the ana they buy 
and people who have been living in poorer quarters to step up into 
those apartments, so as a result we have been on a pretty even keel 
with a reasonable vacancy factor in apartments for the last several 
years. 

" Mr. McDonoven. Do you care to make a prophetic statement about 
how long this migration of people coming into California for new 
houses will last ? 

Mr. Kerusper. As long as the economy of the country stays on a 
reasonably level keel. 
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Mr. McDonoven. Do you think it will be possibly controlled by 
the amount of water that may be available for the houses in southern 
California ? 

Mr. Kevusper. That is always a factor if you are looking forward to 
fewer years. Southern California is certainly dependent on its water 
supply, and at the present time we have an adequate supply for a 
number of years up ahead, but I am quite confident that we are going 
to have to have provisions made from some of the projects they are 
talking about from northern areas where they get a greater rainfall 
to supplement it or eventually our growth will be stopped. 

Mr. McDonoveun. In other words, the growth will be in relation to 
the amount of water made available to the people of southern 
California ? 

Mr. Kervusper. That is right. We have areas between here and San 
Diego, up and down the coast, where people would like to live, but 
where there is no water available. As the metropolitan water service 
is made available to these people, they are beginning to build up. 

I read a statement that in 20 years the area would be populated from 
San Diego to Santa Barbara, and I think that is ananae correct. 

Mr. McDonoueu. Do you think that the profitable employment for 
new people coming into the State will continue to expand to take care 
of those people ? 

Mr. Keusper. Very definitely. Wemay have just a slight hesitation 
in that for the next few years due to the fact that there has been a 
lot of unnecessary and poor publicity given to what we call the smog 
condition here, and there undoubtedly are and will be a few factories 
hesitating to locate here, but having followed that situation, it isn’t 
nearly as bad as the publicity makes out, and what we do have I am 
sure will be corrected within the next 5 or 6 years. 

Mr. McDonovuenu. Thank you very much. 

Mr. Ratns. Mr. McDonough sounds as if he is on the board of 
directors of the Los Angeles Chamber of Commerce. 

Mr. McDonoven. No; I am a Congressman from Los Angeles 
County. 

Mr. Ratns. Mr. O’Hara, any questions ? 

Mr. O’Hara. Yes, Mr. Chairman. 

I found your statement forthright, iJluminating, and interesting. I 
was particularly interested in your statement on page 4: 

Actually we are concerned with the financial stability of some of our builders 
who are caught with project developments which they could not retract. 

Coming from you, that statement, to me, is a little alarming. I 
wonder if you wish to enlarge upon it. You are stating you are con- 
cerned about the financial stability of some of your builders. Now, 
you wouldn’t say that unless that was a very serious situation. 

Mr. Kevsper. That is right. 

Let me put it this way: Builders along the latter part of the last 
year began laying plans for what they were going to do this year, and 
it takes time for those plans to develop. Some builders—now, under- 
stand, this is not a prevalent condition; it is not a major condition. It 
is a minor situation, but it is true that there are a few builders in the 
area that have gotten so far involved in projects that they couldn’t 
back up in them and who have found themselves in the position where 
in order to complete them they had to pay such heavy discounts for 
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mortgage money and were unlucky enough to get VA commitments 
that were probably too low for a normal profit, and between the two 
they have sen squeezed to a point where they are not making any 
money. 

Now, some of our better builders or maybe more substantially 
financed builders are in a similar situation, but they have been able 
to cut back some and they are carrying on through projects on a prac- 
tically no-profit basis in the hope that this will be temporary in order 
to keep their organizations going. 

Mr. O’Hara. Well, has this condition been caused because some of 
the builders overreached themselves or because of restrictions of credit 
as regards warehousing and other factors which have brought about 
that situation ¢ 

Mr. Kevusper. Entirely because of those matters. In other words, 
had they been able to go ahead with their projects with the same mar- 
ket that it was predicated on in the beginning they would have been 
perfectly all right, would have had a profit in it, and would have come 
out fine, but they have been caught in a squeeze. 

Mr. O’Hara. My colleague from New Jersey suggests that I ask you 
if an increase in the interest rate would remedy the situation? 

Mr. Keusper. You are getting into a field of economics where, as a 
builder, I hardly feel qualified to answer, and I certainly won’t at- 
tempt to answer for the association. 

I do have a personal feeling, however, that if there were some flexi- 
bility, some small flexibility—I am not talking about a great deal of 
it, but some small flexibility either in the interest rate or in the ability 
to absorb discounts to compensate for yield, that it would certainly 
take some of the peaks and valleys out of our mortgage situation. 

After all, you have so much money, and that is in a pie, and bonds, 
corporate bonds, utility bonds, stocks, other types of investments, plus 
mortgages, are competing for that pie, and as the mortgage market is 
in a favorable competitive position it gets a larger share. As the 
mortgage market becomes in a less competitive condition, it gets a 
smaller share of that available money. So that when you are looking 
at yield, which is what most investors do look at, if the yield is fixed 
in the mortgage market and it is not fixed in the other investment mar- 
kets, then you are going to have a fluctuation of money going into the 
mortgage market, and if there were some practical way of arriving 
at some flexibility in the interest rate that wouldn’t upset anything 
else, I think it would help to level out the available supply into the 
mortgage market. 

Mr. O'Hara. I just want to continue with one more question, Mr. 
Chairman. 

From whatever cause it may come, you are concerned in regard 
to the stability of some of your builders. If some of those builders 
should fold up, could we not expect the development of a disastrous 
situation in the building program. 

Mr. Keusper. Yes; but when you talk about the larger, heavier 
builders, we have no fear of those. The builders that we refer to are 
certainly in the minority, and are of the smaller character builders, 
the smaller operators who don’t have backing to draw on. 

So far as at the present time there being any danger of that, I 
don’t think there is. However, if it continues, if this situation con- 
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tinued for a year or two, even then I don’t think it would do that. I 
think we would just stop building. 

Mr. O’Hara. I am putting stress upon this because I knew that you 
would not have made that assertion unless you did feel a genuine con- 
cern. And before making that statement you conferred, of course, 
with the other members of your association. 

Now, I think that our chairman wants to ask you some questions. 

Mr. Deane. I might say we don’t want to overemphasize the im- 
port of that statement. We think it is well to point out, as Mr. Keus- 
der has said, we do have a few builders who, through no fault of their 
own, got into a position that is very difficult, and there is a chance 
that those few builders may come to disaster financially, but let’s not 
overemphasize the import of that. 

As I said in the opening remarks, we have some of the largest and 
most substantial builders in the country here, and rather than our 
builders continuing in a situation that will cause them to go broke, 
they will quit building. There won’t be very many of them that will 
get themselves in the position we speak of. 

Mr. O’Hara. I am glad you made that explanation, because I 
thought putting it in there that you thought the situation was so grave 
that you should use language as strong as this. 

Now, I understand it was a dramatic use of words rather than a fac- 
tual recital. 

Mr. Kevusper. That is right. 

Mr. Rarns. Just one statement for the record. 

You mentioned the variability and the flexibility of the interest 
rate. You realize of course that the interest rate on FHA loans can 
be varied by regulation from 414 to 5 percent now. There is that flex- 
ibility in the law, and it is up to the agency. We would like to discuss 
the matter longer with you gentlemen, and you have been good wit- 
nesses, but we have another witness and we are running a little short. 

Thank you very much for coming over. 

Mr. Kevusper. Thank you. 

Mr. Deane. Thank you. 

Mr. Ratns. The next witness is Mr. William McMahan, chairman of 
the Los Angeles Industrial Union Council housing committee. 


STATEMENT OF WILLIAM H. McMAHAN, HOUSING REPRESENTA: 
TIVE, CIO-CALIFORNIA INDUSTRIAL UNION COUNCIL 


Mr. McManan. I might more properly identify myself as the 
housing representative of the California C1O Industrial Union Coun- 
cil as well as the local Greater Los Angeles CLO Council, and I serve 
as chairman on the housing committee of both of those groups. 

Mr. Rains. Do you have a statement which you want to present ? 

Mr. McManan. Yes, I would prefer to read this statement and then 
allow you folks to ask questions. 

Mr. Ratns. You may proceed. 

Mr. McManan. In this statement that I have prepared I took all 
three of the subjects that you discussed in your letter to me. and it 
was not my intent to limit myself to that in any discussion that sub- 
sequently should take place. 
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In discussing slum clearance, it might be well to define just what 
we are talking about. The use of the term “slum clearance” would 
appear to indicate that if an area is sufficiently blighted that it is 
economically impractical to rehabilitate it, then it should be cleared 
as a slum or substandard housing area. 

In evaluating the degree of blight in an area, either of two systems 
may be used. The first is used by the United States census and deter- 
mines if dilapidation exists (deterioration to a degree seriously haz- 
arding the health and safety of the occupants) and the amount of 
basic deficiencies (lack of sanitary facilities, etc.). 

The second system is the USPHS-Twitchell report system which 
evaluates blight in terms of penalty points. Penalty points vary with 
the degree of seriousness of defects in the original structure, mainte- 
nance (dilapidation), occupancy (overcrowded, and so forth), en- 
vironment (not in residential neighborhood, delinquency problems, 
and so forth), and basic deficiencies. 

Using both systems, the city of Los Angeles has evaluated blight 
in many areas and after many years of frustrating, aggravating and 
seemingly unnecessary delays, has started, and is continuing an urban 
renewal program. The program of our first big redevelopment proj- 
ect (Bunker Hill) is complicated by two factors, (1) a clash of inter- 
ests of various groups and (2) the relocation problem. Despite the 
census survey, the APHA-Twitchell type survey and by court deci- 
sion, we find the slum landlords, the residents and some politicians 
desiring to maintain the status quo or at the most, do minor and 
minimum conservation or rehabilitation work; the “Build America 
Better” group (NAHB) citing supposedly practical rehabilitation 
work on Bunker Hill demanding a rehabilitation program and the 
chamber of commerce, the downtown businessmen’s group, Greater 
Los Angeles Plans, Inc., and the AFL and CIO have endorsed the 
redevelopment program suggested by the Community Redevelopment 
Agency. The unions have also insisted on a practical relocation pro- 
gram in connection with the redevelopment project. 

The relocation problem itself is complicated by the family com- 
position, the family income level and to some extent the racial makeup. 
Let’s take census tract 181 which has almost half of the Bunker Hill 
project population as an example: 

The total population (1950) was 5,265. 

The number of unrelated individuals was 2,945. 

The total number of families was 925. 

Number of 2-person families was 765. 

Number of more-than-2-person families was 160. 

“More than two-person families” average number per family was 
4.9. 

I might point out at this time that doesn’t agree with some of the 
figures, but these are census figures I am giving you, and there is not 
nearly the number of families in that project area as was indicated 
by some of the previous speakers. 

One thousand seven hundred and five families and unrelated per- 
sons had incomes under $1,000; 3,175 families and unrelated persons 
had incomes under $3,000; 3,475 families and unrelated persons had 
incomes under $4,000; 3,620 families and unrelated persons had in- 
comes under $5,000; 120 families and unrelated persons (including 47 
landlords) had incomes over $5,000. 
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There were 4,061 native-born residents including 612 Mexican- 
Americans. ‘ 

There were 931 foreign-born residents including 144 Mexican- 
Americans. 

There were 273 nonwhite residents including 10 Negroes. 

There were 1,254 residents over 65 years old. oe oe 

Public housing should be able to take care of the eligible families, 
but what of the other families, the Mexican-Americans and the non- 
whites? A suggested section 220 project in census tract No. 113 can- 
not take all the displaced people without overcrowding. 

That is in the Temple area, that census tract 113. 

Rents in other areas are much higher than on Bunker Hill and may 
have racial bias and restrictions as to children, pets, and so forth; 
with 60 percent of the income level under $3,000 a year, rents of $70 
upward are not possible. A low-rent section 221 project would help 
solve this problem if it could be obtained. At any rate, the type of 
relocation many veterans, minority, and low-income families have re- 
ceived in the past must not again be tolerated. 

FHA programs: In general, FHA has not met the housing needs 
of the Los Angeles area. The 608 swindles forced rents in the new 
multiunits much higher than necessary and the existing multiunits 
raised their rents as high as possible and still be able to compete with 
the new 608’s. One-room apartments have a minimum of $75 in the 
608’s and more recent 207’s and the tremendous immigration to this 
urea has made it possible to increase rental averages 40 percent since 
1949. FHA has resisted the attempts of groups to build cooperative 
housing and the only 213-type projects were of the illegal Lakewood 
type. 

FHA has done nothing to force builders to build homes at a cost 
within the housing budget of the average wage earner, and a tre- 
mendous number of families buy homes beyond their means and are 
soon victims of the second-mortgage racket. The 1950 census showed 
almost one-half of the homes built between 1945 and 1950 had second 
mortgages on them and a study in late 1953 indicated an increase in 
recorded second mortgages from approximately 100 a day in January 
of 1952 to an average of 190 per day during the first half of 1953. 

It is believed to be well over 220 per day now or somewhere between 
25 and 35 percent of the 25,000 real-estate loans recorded per month 
in the Los Angeles area. 

This second-mortgage racket is vicious. Interest rates are as high 
as 12 percent and fees or bonuses under the table are demanded and 
received of 20 percent of the loan upward and the lender pays the 
same interest rate on the bonus he has paid as he is paying on the loan 
and for the same length of time. 

Is it any wonder the foreclosure rate jumped 100 percent between 
1952 and 1954 and is now about 250 percent of the 1952 rate? 

In one of the Sunday papers, 55 housing tracts were advertised, 
November 13, 1955. Forty-five of these tracts gave the selling price, 
and they ranged as follows: 2 tracts between $10,000 and $11,000, 
3 tracts between $11,000 and $12,000, 5 tracts between $12,000 and 
$13,000, 9 tracts between $13,000 and $14,000, 9 tracts between $14,000 
and $15,000, 3 tracts between $15,000 and $16,000, 5 tracts between 
$16,000 and $17,000, 3 tracts between $17,000 and $18,000, 1 tract 
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between $18,000 and $19,000, one tract between $19,000 and $20,000, 2 
tracts over $20,000. 

Most of those tracts are from 20 to 30 or more miles from downtown 
Los Angeles and create added transportation costs of at least $25 per 
month. Add $25 increased transportation costs to the full home 
payment of $80 to $110 per month plus utilities, plus maintenance, and 
see what housing costs in the Los Angeles area. In the manufacturing 
industries, which make up 30 percent of the labor force and have a 
yearly income of $4,000 a year, can the employee afford this type of 
housing ? 

I believe the answer lies in stricter control of building costs, the 
limiting of housing costs plus utilities to 20 percent of take-home 
income, longer term loans and greatly reduced interest rates on FHA- 
insured loans. 

General mortgage credit conditions: The temporary discontinuance 
of the FNMA liquidation program would make it appear that the 
required stock purchases by primary lending institutions was working 
a hardship on these institutions, and that they were unable to meet 
the demand for loans. This might account for the fact that loans 
appear available only for housing in the upper income levels. There 
does not appear to be loan funds available for housing for lower 
income group housing or for minority group housing. 

Despite the higher cultural, educational, and income levels of these 
groups, despite their proven acceptance of credit responsibility, 
despite the history of job security since the war and the insurance of 
job security by union contracts, civil service, and so forth, these groups 
cannot obtan new housing. ‘The voluntary home mortgage credit pro- 
gram appears to have failed completely to furnish any housing for 
these groups, and the apparent inactivity of this program should be 
investigated. If private enterprise cannot or will not supply the 
needed housing, then direct Government financing should be made 
available to these groups. 

I want to comment on FNMA. The discontinuance of the pro- 
gram was actually the selling of the seasoned mortgages that had 
been brought by FNMA prior to sometime in 1954. Since that time 
I have found that actually the new paper is being purchased by 
FNMA, and 3 percent is being paid. I think there is probably be- 
tween five and six thousand mortgages that have been purchased in 
this area under the new plan, and that 3 percent is being paid. 

Mr. Ratrns. That is the so-called 1-for-1 plan? 

Mr. McManan. No; this is a supplemental plan. The working of 
it is similar to 1-for-1, in that eventually the home buyer absorbs 
the cost of the 3-percent stock purchase that is required now by those 
who sell mortgages to FNMA. 

Mr. Ratns. Well, it is your thought, I assume, certainly mine, if 
it is going to operate that, FNMA should become a stronger second 
market and at least offer some support to the market instead of fol- 
lowing along at low levels. Do you think that? 

Mr. McManan. I think FNMA should be very active in the mort- 
gage market because if we had funds available to FNMA and FNMA 
could make more purchases from these primary lending institutions, 
they would have funds available, and we wouldn’t be continually 
worried about mortgage strikes and that sort of thing. 
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The builder has to pay this 3 percent himself, because the lending 
institution is passing it on in most instances. I have that on fairly 
reliable authority, and that is the way the 1-for-1 program worked. 
The builder received somewhere between 90 and 93 percent of the 
money that he signed up to repay. 

Mr. Ratns. You don’t hear of any activity of the voluntary home- 
mortgage credit then among minority groups? 

Mr. McManan. One instance that I know of, in the San Diego 
area, a minority-group member, a lieutenant commander in the Navy, 
wanted to obtain mortgage funds and was unable to do so. He ap- 
pealed to the Voluntary Mortgage Credit Committee and it was 
shunted around for some time, and eventually wound up obtaining 
his money from the Golden State Mutual Insurance Co., of which 
George Beavers, whom you heard this morning, is president, and he 
normally lends to minority groups, anyhow. 

Mr. Rarns. I see, and I note with pleasure that your group and 
many others that you mention there are in support of this Bunker 
Hill slum-clearance project that we noted yesterday, and that these 
facts and figures as to families that you gave us—how did you accu- 
mulate those facts and figures? 

Mr. McManan. Those facts and figures were accumulated pri- 
marily from the United States Census of 1950. 

Mr. Rains. Would there be additional crowded conditions in there 
since 1950 or is it about the same? 

Mr. McManan. In 1950 there were, I think, 65 families that were 
doubled up on the Hill. I think probably at this time there is not 
near that number. There has been some movement from the Hill. 
There is some vacancy, a small vacancy factor, on the Hill, and in 
taking care of these families, I wanted to particularly point out 
that there was a much smaller number of families; that the large 
portion of this group, and census tract 181 is the largest—is the 
larger of the two. There are four census blocks that make up the 
area for redevelopment, which goes over to the freeway. Actually, 
block 181 is very representative of the entire area, and the families 
and the minority composition, and so forth, are in no manner distorted 
by using that one block as an illustration. 

Mr. Rarns. Out of the 6,000 in round numbers I am using, that you 
cite as being in the project, I note that about 1,245 of them are elderly 
people. What age limit is that, over 65? 

Mr. McManan. Those folks in each case are over 65. 

Mr. Rarns. That will be a difficult relocation problem, will it not, 
for the elderly people? 

Mr. McManan. That is what we are primarily concerned with, the 
elderly people. The families, and so forth, can go. 

I might point out that we are hopeful that in census tract 113, 
which is the Temple area, and which is comprised in the Temple area, 
that that area, according to the census figures of 1950, is really a 
rehabilitation area and would fall within the section 220 part of the 
law, and it also in degree of crowdedness, so far as such small amount 
of crowdedness in there, and then only in a minor number of blocks, 
that it is not directly comparable to the Bunker Hill area. There is 
room in that area for a 220 program. 
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Mr. Rains. Where you were talking over here—I don’t see it now, 
but as I understood it, you mentioned a 221 program. 

Mr. McMaunan. 221 was limited to slum residents to be relocated, 
as I understand it. We have in this area 2 projects that were for public 
housing, Rose Hills area and Elysian Heights area, which are vacant 
land and which might well be used for a 220 program coupled with 
the relocation problem. 

Mr. Rains. It seems to be the committee’s feeling in having written 
these laws that 220 would be a very ideal vehicle for part of it, but the 
221 program has never actually been effectuated, and the type housing 
you get under it is not the good housing that you could have under 220. 

Mr. McManan. 220 is limited to an area that has been declared a 
rehabilitation area and this is vacant land which was purchased and 
secured under eminent domain in the public housing program, those 
2 plots that I suggested. By far, they were to take care of the major 
portion of the 10,000 units, some 5,500 units were to go on those 2 places, 
and I have discussed it with the staff of the redevelopment agency 
and there is some interest in a 221 project in the Rose Hills area. 

Mr. McDonovau. Well, the 221 section provides that first of all it 
must be invoked by the community. 

Mr. McManan. That is right. 

Mr. McDonoveu. And secondly, it cannot provide for more units 
than the number of people to be displaced. 

Mr. McMaunan. That is right. 

Mr. McDonoveu. Further than that, it can’t provide for more than 
90 percent of the loan or 95 percent of the value of the property, up 
to $3,600 in high-cost areas. And the buyer must provide a down- 
payment of 5 percent. 

Now, I don’t see where that would do much for the people who are 
going to be displaced out of these slum clearance areas. 

Mr. McManan. That is not necessarily true. If you had the com- 
plete income scale on Bunker Hill, there are some families and some 
individuals, the income levels vary greatly, and I think some of them 
would be able to make a downpayment, and I was presupposing that 
there would be rental housing made available either by community or 
by builders who would accept this problem as part of the building 
problem of this area. 

Mr. McDonovueu. Well, there is a cooperative plan under it where- 
by buildings could be rehabilitated to supply housing for not more 
than 10 families and loans up to 95 percent of the value for the repairs. 
But of course under the way the law is written now, it would have to 
be, I suppose, a resolution of the city council or the urban develop- 
ment association, which would invoke section 221. 

Mr. McMauan. That is right. And that is my feeling as to what 
may be a final answer as to the relocation problems we are facing on 
Bunker Hill. I am not quite as competent as some of the others as 
to the ease with which we will relocate people. I have some knowl- 
edge and experience of what has happened in the past, and I assure 
you that if it wasn’t for the Public Housing Authority, there would 
not be any relocation in the city of Los Angeles, and I think that 
people are not aware of what our relocation problem is. We might 
take these freeways we have been talking about, from Sunset Boule- 
vard to 120th Street, there are somewhere between four and five thou- 
sand dwelling units that were taken out of there. 
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In the Hollywood Freeway it is admitted there were 1,700. 

I would estimate there were closer to 2,500 units taken out of there. 

One of the oil companies just purchased an entire city block west 
of the freeway at Fifth Street; 182 dwelling units were taken out 
of there; I don’t know how many rooming units. 

The chamber of commerce purchased a half block across the street 
from there. There were 120 dwelling units in there. I don’t know 
what the rooming units were. I know there are rooming units in the 
remaining area there. 

Mr. McDonoueu. Many of those people were indemnified so they 
could go out and buy a house. Many of those people were home- 
owners in that area. 

Mr. McManan. There are no homeowners in that area. 

Mr. McDonoveu. Are you talking about the freeway ‘ 

Mr. McManan. 85 percent were renters. 

Mr. McDonoveu. In the whole area from Sunset to 120th Street? 

Mr. McMaunan. It is 86 percent from Sunset to Slauson Avenue 
that were renters. 

Mr. McDonoveu. I don’t know where you got those figures. The 
Harbor Freeway is going down through my district, and there are a 
lot of homeowners. 

Mr. McMaunan. But you must admit the freeway took in rooming 
houses down to below Vernon Avenue. 

Mr. McDonovuen. The Hollywood Freeway. 

Mr. McManan. No, the Harbor Freeway. 

Mr. Ratns. Mr. Addonizio? 

Mr. Apponizio. Mr. McMahan, on page 2 of your statement, under 
the FHA program, the last line in the first paragraph, you said, and 
I quote: 

FHA has resisted the attempts of groups to build cooperative housing, and 
the only 213-type projects were of the illegal Lakewood type. 

Mr. McManan. Yes, sir; what is your question ? 

Mr. Apponizio. I think that is a rather serious charge and I was 
wondering whether you didn’t have something to document that with 
a little bit. 

Mr. McManan. I would suggest in documenting that that you 
would get a much finer documentation than I could give you if you 
would take the Senate hearings held here on FHA last year and cover 
the matter of the Lakewood 213’s. 

Mr. Apponiz10o. What is this illegal Lakewood type? 

Mr. McMauan. My wording may not be correct. It is not within 
the determination of what Congress intended. The illegal point is 
that there were no true cooperatives in the area. The trustees were 
employers of the builder. They were not true people trying to set 
up a cooperative. 

Mr. Apponizi1o. What proof can you give this committee that FHA 
has resisted cooperative housing ¢ 

Mr. McMaunan. Well, if I could go through my own particular ex- 
periences I had some 6 or 7 years ago and down to this time, I think 
the biggest answer might be the fact that we had no 213’s in this area. 

Mr. Apponizio. As I recall, some of the other witnesses testified to 
the fact that people in this area like to live in one-family homes; that 
they don’t like to live in apartment houses or that type of dwelling. 
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Mr. McManan. That is all too true. The vacancy factor in the 
multiple-unit housing is going up and is causing concern. The single- 
unit house is the desirable home in this area. 

I might say when we talk about a 213, there is one man that sat on 
a 213 here for over a year with a certificate of eligibility; couldn’t 
obtain funds, and incidentally, the Lakewood builder went to Wash- 
ington and got the entire money that was available for minority co-ops 
and then didn’t use the money after he obtained it, after he had re- 
ceived his commitment. 

Mr. McDonovueu. He had a certificate of eligibility for a loan ? 

Mr. McManan. That is right. 

Mr. McDonovueu. And the money was not advanced by FHA ? 

Mr. McManan. We are talking about two different projects. I 
mentioned one man that sat on a quarter of a million dollar project that 
had a certificate of eligibility for some time. 

Mr. McDonovuenu. That is a 213? 

Mr. McMaunan. Yes. The only other 213 I know of in this area 
that would have been a genuine 213 was one in North Long Beach or 
just west of the Lakewood area, and in this particular area FNMA, 
about a year and a half ago, had $30 million that they decided to build 
co-ops with, and they allotted not more than 10 percent to any State, 
and $214 million was obtained by the local builder, while a man that 
sat on the certificate of eligibility for over a year didn’t get a cent. 

Mr. McDonovucu. You mean he sat on it? Did he ask for the 
money ¢ 

Mr. McManan. He asked for it, but wasn’t able to get any money 
for it. 

Mr. McDonoven. He finally did? 

Mr. McManan. No. 

Mr. McDonovucn. What has happened to the certificate of eligi- 
bility ? 

Mr. McManawn. I don’t know. It has never been used. He has 
been unable to find funds. 

Mr. McDonoucn. And he had a cooperative group that wanted to 
move into that kind of project ? 

Mr. McMauan. That is correct. 

Mr. McDonoven. Had he collected money from them to obtain this 
certificate of eligibility ? 

Mr. McManan. I am not certain of how far he had gone in collect- 
ing money, setting up initial stock commitments, and so forth. 

Mr. McDonoveu. He has to set up a nonprofit corporation. 

Mr. McManan. The corporation was set up. He had a certificate 
of eligibility. He couldn’t have obtained a certificate of eligibility if 
he hadn’t set the corporation up. 

Mr. McDonovenu. Of course not. 

Mr. Rains. Any other questions, gentlemen ? 

Just one concluding question. 

Of course, the hearings of the Senate committee are naturally avail- 
able tous. I haven’t had a chance to read them. You mentioned the 
Senate committee went into this Lakewood project. When was that, 
last year ? 

Mr. McManan. That was Senator Capehart’s committee investigat- 
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Mr. Rarns. During the Los Angeles hearings? 

Mr. McManan. That is right. 

Mr. Rarns. We will get a copy of that. 

Mr. McManan. Half of a book is devoted to Los Angeles and half 
to New Orleans. 

Mr. Rarns. Do you represent CIO housing only and does the AFL 
likewise have one, too ? 

Mr. McManan. They don’t proceed in the same manner of com- 
mittees that we do. ‘They do have representatives that make appear- 
ances on housing, but I do not, at this time, represent the AFL. I 
speak only for the CIO. 

Mr. Rains. We appreciate your coming and giving us facts. You 
seem to have a real good knack for getting up ‘the figures and facts. 

Do you have a good research department / 

Mr. McManan. I am my own research department. I have two 
complete filing cabinets that deal with housing in the southern Cali- 
fornia area. There is some other material that I may want to use for 
comparative purposes, but I do my own research work and I do it 
usually in the small hours of the night. 

Mr. Rarns. You do a good job. I appreciate your coming before 
the committee. 

Thanks to the nice cooperation of my colleagues, we are close to 
time. 

We will meet tomorrow morning at 9:30, with a long list of wit- 
nesses all day. 

The committee is in recess until 9:30 tomorrow morning. 

(Whereupon, at 4: 20 p. m., the committee recessed until 9: 30 a. m., 
Thursday, November 17, 1955.) 
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THURSDAY, NOVEMBER 17, 1955 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON HovusING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Avupirortum, Porice Buriprne, 


Los Angeles, Calif. 


The subcommittee met at 9:30 a. m., Hon. Albert Rains, presiding. 

Present: Messrs. Barrett, O’Hara, Addonizio, Ashley, and 
McDonough. 

Mr. Rains. The committee will be in order. 

The first witness we have this morning is Mr. Gilbert E. Morris, 
superintendent of buildings, city of Los Angeles. 

It is nice to see you again, Mr. Morris. We are glad to have you 
with us. 

Mr. Morris. Thank you, Mr. Rains. 

Mr. Ratns. We have enjoyed our visit of your city very much. You 
may proceed in any manner you desire. 

Mr. Morris. Thank you. 

Mr. Rains, I have a written statement here I would like to read, and 
then the rest of the time can be devoted to questions if you wish to ask 
any. 


Mr. Rats. All right, Mr. Morris. 


STATEMENT OF GILBERT E. MORRIS, SUPERINTENDENT OF 
BUILDINGS, CITY OF LOS ANGELES, CALIF. 


Mr. Morris. It is a pleasure to be invited here to discuss with you 
the problems of slum clearance and urban renewal. 

The very presence of this subcommittee in Los Angeles exemplifies 
the pelt national awareness of the citizens of this country and 
their elected representatives to the problems of deterioration that 
face our cities. 

Basically, the problem of substandard housing, slums, blighted 
areas, or whatever you choose to call them, is one for the municipality 
to solve. 

The problem, of course, varies with different localities, but its 
seriousness does not change with geographic location. If blighted 
areas are not now serious problems in certain cities, they will be tomor- 
row, unless decisive action is taken. Blight is as sure as death and 
taxes, 

I repeat, that basically the problem is one for our cities, but because 
of nationwide application, the Federal Government must be in the 
picture. No other agency has the scope and resources to provide assis- 
tance to cities where assistance is needed, or to act as an adviser, co- 
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ordinator, and information agency for cities that feel they can handle 
the job themselves. 

Now, I am not here to discuss the relative merits of different meth- 
ods of attack on the problem of blight. Public housing, urban re- 
development, and physical rehabilitation, all have their proponents 
and opponents. I am here to discuss the Los Angeles situation, the 
basic concepts we have evolved concerning that situation, and the 
effective method of attack which we are using to rid this city of its 
blighted areas. By so doing, I think some light can be shed on similar 
problems in cities throughout the Nation. 

Background: We are all familiar with blight and slum conditions in 
their final form, and I am sure that you gentlemen have heard the 
causes of these conditions enumerated many times. Obsolescence, 
neglect, overcrowding, improper planning, illegal construction, and 
many other causes are pointed out as the culprits over and over again. 

But where does the blame really belong? Slum areas were not con- 
structed as such. Substandard residential buildings were not con- 
sidered substandard when they were built. The obsolescence, neglect, 
illegal construction, and overcrowding, all took place, or shall we say, 
were allowed to take place, because no one made an effort or at least no 
effective effort to prevent them. 

The culprits in slum development are the cities themselves. City 
administrations, which are elected as representatives of the citizens, 
reflect the attitude of the people and in doing so have allowed slums 
to be created and perpetuated. The people themselves are funda- 
mentally to blame, but only because they are uninformed. City ad- 
ministrations must share the guilt for not forcibly bringing to the at- 
tention of the citizens the magnitude of the problem and its final dis- 
astrous results. Through timidity, lack of moral fortitude, igno- 
rance or lack of foresight, our city governments have failed in their 
duty to the citizen, namely, the protection of his health and property 
from damage, whether from a source known to the citizens or not. 

Cure for slums: There is only one cure for slums. That cure is an 
alert, aggressive city administration; one which understands the 
problem of blight and has the courage to awaken the citizen to his 
danger and arouse his desire to protect himself from that danger. 
Without such an administration, no amount of Federal spending, no 
amount of tearing down and rebuilding will ever make more than a 
superficial dent in the progressive disintegration of a city. Any such 
corrective measures will themselves be engulfed by blight before the 
end of another half century. 

An aggressive city administration—one which understands the 
problem of blight, and one which is willing to take active measures to 
solve it. This is the basic concept upon which the Los Angeles pro- 
gram is founded. 

Reason for failure in past: This concept is not a new one. City 
officials have been aware of the creeping paralysis of decay for years. 
The logical solution of immediate corrective action certainly did not 
escape them, yet effective action was not taken. Why? The reasons, 
other than political motives, usually follow 1 or 2 channels. Either 
the administration was timid or it lacked foresight. Slum eradica- 
tion is not pleasant work and it is not the easiest task in the world. 
To be effectively accomplished the public must be made aware of the 
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conditions and public support must be gathered—a complicated proj- 
ect in itself. Adequate ordinances must then be prepared and adopted 
by the legislative body in the face of opposition from slum landlords 
and other dissenters. The detailed st Si of inspection and prose- 
cution must be worked out and relayed to personnel doing the job. 
Then, the thankless task of enforcement must be carried out year 
after year. 

Above all, constant aggressiveness must be maintained. Such a 
program will not run itself, nor is it spontaneous. It is just plain 
hard work and once started will lag unless actively pursued. It takes 
utmost perseverance, tack, and diplomacy. It is not an overnight 
effort to be given a burst of energy and then forgotten. It is a per- 
petual thing and one which must be continually pursued. 

Faced with the immensity of this task, most officials in the past have 
comfortably rationalized themselves into a state of stagnation, feeling 
that the public is not ready for such a program, or that it is politically 
unwise, or that it’s just easier to wait until the whole thing gets out 
of control, with the expectation of Federal assistance. 

Even when public officials have had the fortitude to face up to their 
responsibilties, failures are recorded because of lack of foresight and 
ingenuity. The established procedure in most cities of the United 
States is to make the building department responsible for the original 
safe construction of the building, then charge the fire department 
with maintenance of fireproof integrity, and the health department 
with sanitary maintenance. This system has not worked. By the 
time the building has reached the stage where it is a fire hazard or 
the health of the occupants is impaired, the damage has already been 
done, the slum condition has already developed. Fire and health 
hazards are the result of deterioration of buildings, yet building main- 
tenance has never been demanded by American cities. 

Health or fire departments may order a building renovated; how- 
ever, their principal tasks are combating fire and disease. Their 
personnel cannot be expected to be experts in the field of building 
construction. They are not trained to know the steps which must be 
taken to return a building to acceptable standards of health, safety, 
and structural stability. On the other hand, the prevention of fire 
and disease is automatically taken care of if a building complies with 
an adequate building code. Yet, building officials in the past have not 
taken the lead to insure such compliance. 

Why Los Angeles is succeeding: Why is the Los Angeles program 
succeeding where others have failed? The answer is obvious. The Los 
Angeles city administration, the mayor, and the city council are 
realistic. They look at the problem for what it is and are actively and 
aggressively solving it. 

Nowhere did the hot public housing issue flame with greater heat 
than in Los Angeles. Out of the controversy came a great deal of good. 
The problem of blight was brought out in the open for all to see and 
understand. 

When the voters of Los Angeles repudiated public housing at the 
polls in June of 1952, they did not express a desire to continue the city’s 
slum areas—they simply maintained that public housing was not the 
answer in Los Angeles. They were made aware of the situation, and 
in effect, issued a mandate to the administration of the city to do some- 
thing about the condition. This is being done. , 
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The Los Angeles program calls for a new concept of building depart- 
ment activity—the conservation and rehabilitation of existing build- 
ings, both commercial and residential. The police power delegated 
to the city authorizes the administration to demand that buildings 
be maintained in a manner not detrimental to the health and safety 
of the public. The Los Angeles “Ae ger raa of Building and Safety 
has been charged with the responsibility of insuring that our buildings 
are so maintained, not just correctly constructed and then forgotten. 

It is really simple and uncomplicated—establish a standard of 
maintenance for buildings and, through a program of reinspection, 
order all property owners to meet this standard. 

The enforcement procedure, of course, is both difficult and compli- 
cated. Public support was behind our program and is now maintained 
by continuing educational and public relations programs. Adequate 
ordinances were adopted in the face of opposition by slum property 
owners. These same owners are now being made to comply with the 
ordinances by use of a reasonable, yet firm approach. Public contact 
and confidence in fair play are the backbone of our program. 

The program is working and will continue to work. I think I can 
safely say that if such a program were adopted this year in every city 
in the country there would be no slums in 20 years. 

Existing slum buildings are self-eliminating over a long period of 
time. The problem to date has been that new ones develop faster 
than old ones are removed. An effective program of conservation 
(preventative maintenance) will stop new slum buildings from de- 
veloping. The elimination procedure will be hastened when slum 
buildings are ordered renovated, for in many instances, it is better 
business to demolish buildings than cause them to be repaired. 

Place of Federal Government: The Federal Government can play 
a large and important role in a program such as the one in Los 
Angeles. As I mentioned before, no other agency has the scope and 
resources to provide assistance to cities where assistance is needed 
and to act as an adviser and coordinator for cities that feel they can 
handle the job themselves. 

The Federal Government can encourage local administration to 
face up to their responsibilities, and inaugurate programs of self- 
help by making available to such administration the know-how devel- 
oped in other parts of the country. 

There is no permanent solution to our slum problems unless the 
local desire for self-improvement is generated, and cultivated. The 
Federal Government is in a position to cause a development of the 
independence, self-reliance, moral courage, and honesty at the local 
level that is necessary before any such self-help program can succeed. 

The helping hand is certainly desirable, but must be used in such 
a manner as to produce strength at the local level—not create a 
dependent satellite which will not take action on its own. To me, 
this means that the property owners should pay their own way. 

I make no claim to being an expert in finance, but I’ve found that 
in most cases financing is available once the property owner is sold 
upon the desirability of making an improvement. With financing 
available through regular lending institutions and the assistance 
offered by the Federal Government the job can be done. 
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Mr. Rarns. That is a fine statement, Mr. Morris. It is very en- 
couraging to this committee to hear one responsible city official speak 
enthusiastically about getting the job done. Ordinarily we are told 
that it is almost an impossible situation for it to be done and they 
don’t see the bright picture which you see if things which you mention 
are carried out in 20 years’ time. 

I would say this: I am sure you realize that Los Angeles is a 
different city from what some of the other great cities of the country 
are, and your problem, while it is great and vast, is a little more 
susceptible to this type of program than some of the cities like New 
York, Chicago, I assume, and others that this committee has looked 
at. I am talking about land space and things of that type, which 
you have here, which is not available for those people. There they 
must go up instead of out. 

The thing that impresses me about your statement, though, is the 
fact that we are building slums in good houses today unless we keep 
them up through all of the tomorrows, and therefore I would like for 
you to furnish to the committee, not to be included in the record—it 
would be too long—a copy of the Los Angeles Building Code and en- 
forcements under which you operate. 

Then I would like to ask this question: 

You mention financing, which is a problem of some people, and we 
discussed generally with you the other day, not for the record, the 
advisability of a recommendation from you to increase the amount 
of what we call title 1—Repair loans from its present limitation of 
$2,500. 

What do you think about that, and in some way to make the col- 
lateral requirements a little easier if we could do it? 

Mr. Morris. I think it would be a very excellent thing to do. Any- 
thing that we can do or you can do to ease the financial burden, 
that is, make loans easier and over a longer period of time, and a very 
reasonable interest rate, will do wonders. 

Now, one more thing in that is that I would like to see something 
set up in the FHA requirements to permit them to take a little risk. 
Now, unless that is set up in the directive in the Federal statute itself, 
they are powerless to do that. 

Now, to build up super-duper, guilt-edged loans is fine, that is 
commendable, but it is not helping the people that really need it. 
Something should be done to help the people that really need it. 

Maybe we should take a little risk, but not try to produce a super- 
duper, gilt-edged loan. They are not eligible for that. 

Mr. Rarns. They don’t have the collateral. 

Mr. Morris. But we find that these people that own these properties 
are very trustworthy. They have a good basic American citizenship 
desire, you see, and they love their homes. That predominates, and 
I think they are good risks. 

Mr. Rarns. Well, it has been proven that there are two things the 
American people will pay for if they can get the money. One of them 
is a home and the other is an automobile. I think they are about the 
two best risks. I am inclined to agree with you. 

One other question. Of course, I know nothing about the financial 
picture of the city of Los Angeles, and we are especially concerned 
with it here—it looks good to me, but other cities suffer so greatly for 








76 INVESTIGATION OF HOUSING, 1955 


lack of the money to make the municipal contribution necessary, like 
the Bunker Hill project, where the city will have to put up a third, and 
so forth, and also in a great many places lack the financial tax base 
with which to do as widespread a job of enforcement as you do. 

Is there any money which your department makes for the city ? 

Mr. Morris. We have been head of the department for 15 years, and 
just a horseback estimate, I am pretty sure that over the 15 years we 
have been self-supporting. Some years we are over, some years we 
were under, but we adjust our fees on building construction and keep 
on adjusting them as the times change. 

Mr. Rarns. Is that permanent fees / 

Mr. Morris. Yes, and income to the department. For instance, our 
total budget I think this year was around $4 million for the de- 
partment. 

Now, we will bring in practically $4 million from fees. I think we 
are going to be a little shy this year, but we have been as much as seven 
or eight hundred thousand dollars over in some years, but it averages 
out, and we attempt to dothat. It is going to be a little difficult for us 
to do it from now on because work like this in eliminating slums and 
blighted areas, the benefits are indirect and not direct in the way of 
fees. We don’t try to make that work pay for itself, but the other 
work so far has been carrying it along, new construction. 

Mr. Rarns. Well, of course, in indirect benefits it is clearly evident 
that it is a paying deal for the city. 

Mr. Morris. Yes, I would say that every dollar we spend in the way 
of inspectional services and help eliminating these slums, the city gets 
probably $10 back. 

Mr. Rains. Out of increased tax valuation ? 

Mr. Morris. Well, tax value, and also, today the city of Los Angeles 
is spending $200 million a year in home renovation. ‘That is the figures 
I gather from the banks and loan people, and the sales tax on that ma- 
terial alone amounts to a tremandous figure. Of course that $200 
million isn’t going all in the direction that we would like it to go. 
It goes into the high-value areas as well as the low. How much we 
generate of that $200 million we don’t know, but we certainly generate 
a large part of it. ' 

Mr. Rarns. A considerable part. 

Mr. Morris. Yes, and then tax, for instance, your tax values which 
are bound to go up. 

I think one of the selling points in urban redevelopment is that here 
the tax is at a certain base now and when it is finished it will go up 
maybe 5 or 10 times. 

We can show you an example over here in Pocoima where we have 
approximately 50 blocks that have been completely rehabilitated, where 
the property values when we started out about 5 years ago averaged 
about a hundred dollars a lot, which is rockbottom prices in a metro- 
politan city like this. You could buy it for a hundred dollars a lot. 
You couldn’t even sell them for that. Then when we worked in there, 
they kept gradually going up. People couldn’t get a loan in there 
under any conditions. So gradually as we worked in there the values 
increased from $100 to $200, to $400, to $600, to $800 to a $1,000. To- 
day they are approximately $1,000. They have gone up a 1,000 per- 
cent, 10 times what they were. I predict they will go up another 10, 
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increase 20 times. They are bound to, so that whole area, the people 
who invest a $1,000 or $2,000 in building their homes up probably 
can realize a two or three thousand dollar profit on it. They are happy, 
the city benefits, everyone wins. 

Now, the whole areas that we block out like that can be made to 
really pay themselves back many times over. 

Mr. Rarns. One other question. We have apparently a very out- 
standing program of public relations and an educational program on 
this saebaiiatien and judging from what I have seen and what 
you have told us, I am of the opinion that that is one of the spark- 
plugs of your program, so I would like for you to tell us whether 
or not there is any citizen participation in the program. What part 
do the citizens take in it other than being told to do something about 
it! 

Mr. Morris. Well, we know this: Without favorable public opinion 
backing a program like this, it would fail. Any program that any 
governmental agency does has to have favorable public opinion or it 
fails eventually. You might carry it on for a year or so, but you have 
to have favorable public opinion. So before we started this program 
we generated public opinion in the leading organizations intown. We 
sold them on that. The press and the chamber of commerce and the 
construction industry organization, all of them right down the line, 
said that makes sense, it is a good program and they backed it. 

Mr. Rarns. Do any of the large property owners actively cooperate 
with you ?/ 

Mr. Morris. Yes; I would say many of them. Take one of our lead- 
ing citizens, Fritz Burns. I think most of you have heard of him or 
know him. 

Mr. Rarns. We know him. 

Mr. Morris. He owns a lot of property, does a lot of building, and 
of course he not only backs it here, he backs this kind of work on a 
national scale. He believes in that very strongly. He has been of 
tremendous help to us, as are important people who will lend a helping 
hand. 

We have Ben Weingart, who has been very instrumental in advo- 
cating this kind of work. He has been very helpful, and other leading 
citizens have done the same thing. We have some, of course, that have 
opposed it, but I would say the majority have supported it, because 
what we do is we sell them on the idea and I will say this: Any pro- 
gram that we generate—and we can’t sell to the people and the bulk 
of the people in the city, if we can’t sell it, then maybe the program 
isno good. Maybe we should review it. 

We also find that you have to keep up favorable public opinion. We 
give our program—hardly a week goes by that we don’t give it to some 
service club or some organization, explain our pictures and explain 
what we are doing. We go on the radio, we go on television, news- 
paper articles. It needs a constant stream of publicity to keep public 
opinion back of it. Then the proof of the pudding is what have you 
done, what have you done with this money? We can show them con- 
crete results. 

Mr. Barretr. Let me ask you a question. When one of these coop- 
erative owners complies with your wishes to renovate from top to 
bottom, after the renovation do you increase his assessments ? 
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Mr. Morse. We do not dothat directly. We have nothing to do with 
the assessment. That takes care of itself. 

Mr. Barrerr. Well, isn’t reassessment part of your self-sustaining 
program ¢ 

Mr. Morse. Well, indirectly, yes; but the county actually does the 
assessing, and eventually that takes care of itself, the increased assess- 
ment. We don’t like to say we do this because it brings in more taxes. 
That honestly isn’t why we do it. We are doing it for better housing 
conditions. 

Mr. Barretr. You will have to agree when you do it, it does bring 
in more taxes ? 

Mr. Morris. Oh, yes. 

Mr. Barrerr. The question I would like answered is, How do you al- 
low the owner to retrieve the expenditures for the renovation? Do you 
allow him to increase his rent? 

Mr. Morris. We have no control over that. 

Mr. Barretrr. How would he get the money back that he puts into 
it to comply with the rehabilitation ? 

Mr. Morris. I imagine the ones that have rental units increased 
their rents; yes. We have known several cases where that occurred 
and the people whose rents were increased in the cases we investigated 
seemed to be satisfied to pay a little more money for something better. 

Mr. Barrerr. You haven’t found any cases where the rent became 
exorbitant ? 

Mr. Morris. No; not in times like this. Conditions are favorable 
here and we haven’t found any excessive additional rents. 

Mr. Barrerr. May I ask you another question / 

Mr. Morris. Yes. 

Mr. Barrerr. Now, the interior renovation, is it necessary to take 
a permit out for it? 

Mr. Morris. For some of the work; yes. If they are painting and 
redecorating things like that, there is no permit required, only where 
they make a structural alteration or change of plumbing or electrical 
work. 

Mr. Barrerr. What would be the cost of the permit ? 

Mr. Morris. The building permits are $6 for the first $1,000, and 
then it decreases on a sliding scale. If a homeowner is doing $1,000 
worth of work, he pays $6 for a permit. 

Mr. Barrerr. That would be the same for the exterior ? 

Mr. Morris. Yes. 

Mr. Ratns. Mr. Addonizio. 

Mr. Apponizio. Mr. Morris, first of all, let me say that you have 
made a very fine statement. I think that you have impressed all of 
the members of this committee.  ( ‘ertainly the city of Los Angeles, 
we all agree, is doing a wonderful job in meeting this situation, 
clearing its blighted areas and in slum clearance. In your statement, 
you say in speaking of public housing that the people of Los Angeles, 
when they repudiate public housing rat the polls, simply maintain that 
public housing isn’t the answer in ‘Los Angeles. I don’t want to dis- 
pute that because I don’t know the situation here probably as well as 
you do, but will you agree with me that in cities like New York and 
Chicago and even in the city of Newark, where I come from, in New 
Jersey, that certainly public housing is part of the answer ¢ 
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Mr. Morris. That is quite possible. I think if public housing in 
these areas were used properly and for the benefit of the people, that 
it would, there would pecbably be some use for it. I can’t see in Los 
Angeles where we need any more public housing. 

Mr. Apponizi1o. There is one other question and that is, all of us 
agree, I am sure, that the ideal situation is where the individual prop- 
erty owners can pay their own way to clear the situation up. But isn’t 
it because of the income of people that this isn’t always possible? 

Mr. Morris. I was surprised at the number of cases where there 
was no solution financially. We found that in the cases where they 
could not borrow money, had not the ability to borrow money, the 
resources, collateral, that they had enough money to buy the material 
and do it themselves, and you have to remember that in our areas 
here, 82 percent are owner occupied. It is a high percentage of owner 
occupancy. 

Mr. Apponizi1o. Don’t these owner-occupied homes have mortgages 
on them? Don’t they have other expenses that they must keep up? 
How can they possibly go out and borrow the money that is necessary 
to fix this place up and meet those monthly payments that are so 
necessary ¢ 

Mr. Morris. Well, some of them do have difficulty and where they 
do have that difficulty we suggest to them that they do it themselves, 
and a great deal of the work is done. They buy maybe $25 worth 
of material a week, or so much a month, and put their own labor, 
their own work into it, and do the work themselves. They don’t have 
to borrow money. 

Mr. Apponiz1o. What is the average income of people that live in 
these areas? I would think that they were in the lower-income bracket 
or they wouldn’t be there in the first place. 

Mr. Morris. That varies considerably depending on the area we 
are working in. I will give you an example. In the San Pedro area 
we cleared off an area, it was rockbottom slums, no chance of fixing 
them up. So it was purely demolition. We demolished, say, 40 or 
50 houses, and we followed through on those people and most of these 
people went out and bought ten or twelve thousand dollar homes. 
They were in a sufficient income bracket to buy these homes. Now we 
also checked on rent. 

Mr. Apponizi1o. I can only say on that that the city of Los Angeles 
then is in a unique position. I don’t think you will find that so in 
my home town of Newark, where we have slum areas. You will find 
that those people are in such a low-income class that they live there 
hy necessity, not by choice. 

Mr. Morris. That may be. The rentals in some of these areas where 
you saw the motion picture that we showed you, some of the alleys, 
we checked rentals in there and we found for those hovels some people 
were paying as high as $40 a month, just for those hovels, which was 
disgraceful, we thought. Now people who could pay $40 a month 
in those, we find could go out and buy a small modest home, say, for 
$50- or $60-a-month payment. They could stretch their $40 up to 
$60, and I think we are not in only a unique but a favorable position 
in many ways in this city. As I said before, here with the experience 
that I have had, I can see daylight. I can see daylight. I can guar- 

antee the elimination of slums in this area. 











80 INVESTIGATION OF HOUSING, 1955 


Now, I am not an expert on the problems in your area. I know 
you have a different ho mi but I will say this: Without a program 
of law enforcement, which we have, without that in other cities there 
will never be a solution to the slum problem. I think it is mandatory 
that every city have an enforcement program like we do. That might 
not be the entire answer, but if they don’t have that they will never 
solve their slum problems. 

Mr. Apponiz10. I agree with you. That is all, Mr. Chairman. 

Mr. Ratns. We are 7 minutes behind. We would like to talk longer 
with you, you are a good witness. 

Mr. Morris. Let me make one more statement to you. 

Mr. Rarns. Yes. 

Mr. Morris. This might be a little revolutionary, but you are looking 
for ways and means to improve your housing law. 

Mr. Ratns. That is what we want to do. 

Mr. Morris. I would say this: The FHA insurance for home build- 
ing in the whole country has been a tremendous boom to the construc- 
tion industry and economy of this country. You know that as well as 
I. I would say this: You should consider writing into the Federal 
statutes that before a city can avail themselves of an FHA-insurance 
program they should have a slum-clearance program like we have of 
law enforcement. 

Mr. McDonovucu. Well, Mr. Morris, we have almost done that in 
this respect: We have said there shall be a workable program before 
a slum-clearance program comes in. Now, a workable program in- 
cludes the things you are doing, the enforcement of the building and 
safety codes and the sanitary codes. 

Mr. Morris. That applies to community redevelopment, not to FHA 
in general. 

Mr. McDonoveu. Of course, if you limited FHA loans to any com- 
munity that had a slum clearance and building code enforcement pro- 
gram, it would be very limited. You would find a lot of FHA loans 
held up on account of that and that wouldn’t be too good for a lot of 
people that need them. 

Mr. Rarys. You must remember, too, that while Los Angeles is 
real big there are some other parts of the country where they can’t do 
what they do in Los Angeles. Congress has to see that FHA homes 
are built insmalltowns. Iam perturbed because they aren’t built out 
on farms as well. We have a lot of problems in that regard. 

Thank you very much. 

Mr. Morris. Mr. Rains, I would like to submit this to you for your 
use. It has other advantages besides eliminating slums. The insur- 
ance rates in California were reduced $9 million in 1 year, principally 
through building code enforcement up and down the State. 

Mr. Rarns. This is from the Los Angeles Times, an article entitled 
“State’s Great Reduction in Fire Insurance Costs,” by Mr. Morris. It 
will be included in the record. 

(The information referred to is as follows :) 


[From the Los Angeles Times, November 7, 1955] 
STATE’S GREAT REDUCTION IN FIRE INSURANCE Costs 


California citizens were handed a windfall in 1954 by the Pacific Fire Rating 
Bureau—a windfall in the shape of a statewide reduction of insurance rates 
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which resulted in an estimated savings to property owners of $9 million per year 
in insurance premiums. 

The underlying cause of this rate reduction was a proportionate reduction in 
fire losses. Savings and insurance premiums are only a part of the story, as 
many losses are not covered by insurance and the intangible costs of fires usually 
outweigh the value of the properties destroyed. 

We have a good idea of why this reduction in fire losses is occurring. Just to 
be sure and to confirm our conclusions, we asked the man who makes it his busi- 
ness to know, the man who sets the insurance rates; we asked Al W. Gilbert, 
general manager of the Pacific Fire Rating Bureau. This is what Mr. Gilbert 
has to say: . 

1. The efforts made by the building department of a progressive city, such as 
Los Angeles, have an important bearing on its fire safety. While this is not the 
only factor which has contributed to the gradual improvement in loss ratio in 
the State for the last 5 or 6 years, it would be safe to say that it has been one of 
the prominent factors. 

“Our experience indicates that the continued efforts by building departments 
throughout the State toward the improvement of inspection services, the better- 
ment of building codes together with their concern and activity in the general 
field of fire prevention have contributed substantially to the improvement in burn- 
ing ratios within this State over recent years.” 

There are other important factors, of course, in the prevention of fire losses, 
such as our modern, well-equipped, and competent fire departments and our up- 
to-date water departments; but certainly a major factor is better building 
construction. 

In the last 10 years, whole new cities like Lakewood have been built under 
modern building codes. A comparison of modern business centers and modern 
residential areas with older construction illustrates the point. 

Cities are being built under better building codes and with better enforcement. 
California cities and counties are generally using the Uniform Building Code or 
one that is based upon the Uniform Building Code. Modern codes like these have 
been carefully drafted with a fair balance between economy and safety in mind. 

Our new buildings make full use of separation walls and scientific application 
of modern fire-resistive materials. A fire-resistant building is a good investment, 
as clearly and definitely shown by reduction of fire losses, yet it costs little more 
than an unregulated building constructed without regard to safety. At that, the 
dollar value of the return on this investment is not the major factor. 

Far more important is the reduction in human casualties, but the saving in 
dollars spent for insurance is a measure of the corresponding reduction in lives 
lost in fires. 

Under our modern building codes, we can secure this safety and still take care 
of the needs of modern industry. Also, we can prevent the development of slums 
and conflagration hazards that follow unrestricted or poorly regulated building 
construction. 

In California, the Pacific Coast Building Officials Conference has been the 
main force behind this improvement. Through the conference, local building 
officers have been able to join forces in upgrading building construction in their 
own communities. California is not the only State where this is taking place, 
but it is a good example of the tangible and measurable results coming from 
such work. 

The value of good building regulation is sometimes hard to sell to local legis- 
lative bodies. The city councils and boards of supervisors of California cities 
and counties are to be commended for foresight and judgment in providing good 
building codes and competently staffed building departments. Still more im- 
provement can be expected in the future as new buildings continue to be con- 
structed with modern safeguards and fire resistance.—G. E. Morris, superintend- 
ent of building, city of Los Angeles. 


Mr. Ratns. The next witness is Mr. Louis H. Boyar. Come 
around, please, Mr. Boyar. Identify yourself and you may proceed 
in any manner you desire. 


STATEMENT OF LOUIS H. BOYAR, LOS ANGELES BUILDER 


Mr. Boyar. Louis H. Boyar, Los Angeles. 
Mr. Rains. Have a seat, Mr. Boyar. You have a lot of books there. 
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Mr. Boyar. There was reference made to them yesterday and I 
thought I would bring them here in case the committee couldn’t get 
copies. 

fr. Rarns. Do you have a written statement, Mr. Boyar? 

Mr. Boyar. Yes, I have. 

Mr. Ratns. You may proceed. 

Mr. Boyar. My name is Louis H. Boyar I am associated with 
various companies in the home-building field of Los Angeles. 

I want to take this opportunity to thank you for the privilege of 
appearing before your honorable body. I think it best that I first 
give you a brief outline of the experience in the home-building field 
of myself and my associates. This experience dates back to 1925 and 
during this 30 years of activity, we have collectively been interested 
in the erection of approximately 60,000 residential units. We have ex- 
perienced the boom years as well as the depression years. We have 
seen, through the years, many, many firms and many, many builders 
run into much difficulty during this period. We know that there is 
much truth in the oft-repeated statements that builders keep on build- 
ing until they go broke, and it is because we ourselves at times have 
been hard hit that we are at this moment particularly interested in 
the sales-type provisions of section 213 of the National Housing 
Act. 

I would like to give you a rather informal outline of the step-by- 
step procedure that a builder must use in developing any project of 
considerable size. 

Mr. Rarns. Are you talking about under 213? 

Mr. Boyar. I am talking about both methods. 

Mr. Rarns. All right. 

Mr. Boyar. Under the section 203, or any other like procedure, it 
is necessary that a builder take the following steps: 

1. Secure land. ~ 

2. Subdivide the land, pay for the paving of the streets, for the 
installation of sidewalks, curbs, sewers, water, and electroliers, as 
well as paying for all other subdivision costs. 

3. Arrange for financing of the considerable number of homes that 
he, in his best judgment, believes will be attractive to buyers. 

4. Gives guaranties to banks and/or insurance companies and/or 
mortgage companies that if he does not sell these homes to qualified 
buyers, he will reduce the mortgages to the legal amount allowed by 
law for uninsured real-estate loans. 

5. He must be in a position to be ready to rent these homes if 
sales lag so that he will have enough revenue to make the monthly 
payments, or to offer them to the public at a low enough price so that 
he can get out from under even if it means he must take a substantial 
loss on each and every home built. 

Under section 213 of the National Housing Act, practically all of 
the speculation and gamble is avoided by the builder. True, the 
builder must purchase land as he does under section 203 or section 
501 of the National Housing Act, but beyond that it is not necessary 
for him to take any chances. All that he has to do is build model 
homes the same as he does under the other sections of the National 
Housing Act, and if the public does not buy them for any reason, he 
is left with the acreage unimproved, but without the cost and all the 
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guaranties that go with building homes to sell during and after 
construction. 

Under section 213 of the National Housing Act every home in the 
project must be sold before any of the homes can be started. This 
is a great advantage to the builder and he is in a position, in fact he 
must, pass on some of the benefits and savings to the home buyers. 
Because all of the homes are sold in advance of his starting construc- 
tion, he can and he does offer the prospective homeowner a lower price 
than he would on the same home under any speculative form of build- 
ing. 

I hope you realize that the cooperative group plays an important 
role in my opinion. For example, the entire equity requirement is put 
up by them in advance of construction. They agree to buy each in- 
dividual home at that time. It would be difficult indeed to accomplish 
what we have done in delivering a large volume of homes at the costs 
involved without the cooper ation of these groups. They have better 
homes for less money and we have been relieved of the dangers of 
speculative building. 

Ordinarily we receive from 6624 to 80 percent of the mortgage 
amount to build each of these homes. The balance we must invest 
ourselves either through cash investment or by borrowing from lend- 
ing institutions. Under the section 213 sales type of the National 
Housing Act we receive the entire sales price of the home which means 
the entire cost plus our profit to build these homes. Naturally with 
the reduction of risk as well as the reduction of investment, we are 
in a position not only to save money but to pass this saving on to our 
customers, 

The best proof that cooperative purchasers benefit under section 213 
of the National Housing Act can be furnished to your committee by 
referring to the hearings before the subcommittee of the Committee 
on Banking and Currency, United States Senate, 84th Congress, where 
on the bottom part of page 223 a statement of one of the ‘Senators of 
this committee brought to light that in building in excess of 3,000 co- 
operative homes, inv olving an amount in excess of $32 million in FHA 
mortgages, the builders receive profits in their building operation of 
4 percent, which was less than £100 per house. I know of no other 
method where builders are willing to work for so small a percentage 
and I also want to call to your attention that when laws were passed 
that made section 213 of the National Housing Act inoperative, we 
sold these same homes on contiguous lots under a speculative type of 
building for a minimum average of $1,000 more each, and I assure you 
it was difficult for us to explain why the same houses across the street 
from each other had such a variance in price. 

I wish I could honestly say that these homes each cost the same 
amount, but they did not. The additional financing and additional 
costs that went into these homes had much to do with the higher sales 
price of these homes, plus the fact that we felt we were entitled to a 
greater profit for a greater risk. 

As long as I am talking about savings, I think it would be a good 
time to comment on the fact that we have paid in 2 years, under section 
213 of the National Housing Act, more for fees to the FHA Long 
Beach office than it cost them to run their entire office during this 
period, even though we were a small part of their total activity. 
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Processing fees are unnecessarily high—$3 per thousand for a commit- 
ment and $5 per thousand for inspection service during construction— 
and in view of the fact that there is usually a basic similarity in the 
units, commitment fees might well be reduced by 50 percent, and 
inspection fees like in section 203 might well be eliminated. Over 
approximately a 2-year period we have paid to the FHA Long Beach 
office about $400,000 in inspection fees alone for our 213 activity. I 
doubt very much if FHA had 3 men working on our inspections during 
this 2-year period. Inspections are necessary and we welcome them, 
and the inspectors do a good job, but this tremendous cost is passed on 
to the homeowner, and I believe they are not getting their money’s 
worth. 

I have touched on matters very briefly in this statement. There is 
so much to be said for the advantages of cooperative homeowners under 
section 213 of the National Housing Act. It would take very little 
checking to show that the over 7,000 homeowners who have purchased 
homes that we built for them under section 213 of the National Hous- 
ing Act have saved themselves a minimum of $7 million. We again 
hope to be able to offer to the homebuyer this fine service. One can 
readily see that an act that takes away the gamble of speculation, 
besides saving the buyer approximately 10 percent of his purchase 
pees is an act that should be encouraged and all aid given to the 

uilders who are willing to work for less money per house. 

I am sure that this committee has questions they would like to ask me, 
and I welcome the opportunity to explain to you our experience under 
section 213 sales types of the National Housing Act. 

I believe it would help this committee immensely if during your stay 
here you would come out and visit and inspect the city of Lakewood, 
a new city slightly more than a year old, which now houses about 
80,000 inhabitants, and in the main was built through the impetus 
given to it by the cooperative section 213 of the National Housing Act. 
This is a great city of fine people, and the Members of Congress who 
have done much to make this possible should have the pleasure of see- 
ing the fruits of their labor. 

Mr. Rarns. Mr. Boyar, that isa very interesting statement. That is 
the best story I have heard told of operations under title 213. 

Mr. Boyar. I understand we did about 95 percent of all of the sales 
type in the country, and about 25 percent of all types in the country. 

Mr. Rats. I want to ask you a question, a few questions, and they 
are mostly academic about section 213, the cooperative housing, because 
that is the program that has great possibilities, it appears to this com- 
mittee, in the big cities of the East if we could get it properly working. 
Now, these houses you built under 213, they are the single-family type. 

Mr. Boyar. Yes. 

Mr. Ratns. How many rooms? 

Mr. Boyar. They run 6 to 7 rooms, sometimes 5. 

Mr. Rarns. Well, now are these cooperatives which you are testify- 
ing about under 213, are they the mie ogusr Tab of cooperative ? 

Mr. Boyar. No; they are salestype only. Ihave here the experience 
of the management-type. I would like to go into that later if I can, if 
you have the time. . 

Mr. Rarns. Do you think that we need a statutory change in section 
213 considering the concept of replacement cost, in other words, change 
the 1954 act into the 1955 act ? 
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Mr. Boyar. It originally was value. 

Mr. Rains. Yes. 

Mr. Boyar. The act of—no, originally it was replacement cost. 
The act of 1954 changed it from replacement cost to value. I testified 
in Washington that, in my opinion, the change from replacement cost 
to value would cause every builder to avoid the ae ger and, in my 
opinion, they would be lucky to have 100 units built throughout the 
United States. I have since found that no units were built under 
the last act because it is impossible to operate under value as compared 
to replacement costs. The 1955 act has value and we are right now in 
FHA without pilot cases and I am hopeful to build. It takes time 
to get started. 

Mr. Rarns. We are right now where we were as far as the act is 
concerned when you built these houses. 

Mr. Boyar. And I believe we will build 5,000 of these homes within 
the next 12 months. 

Mr. Rarns. You said the record shows none have been built and 
you think we have to leave the act as to replacement and value exactly 
as we have it in the 1955 act and not go back to the 1954 provision. 

Mr. Boyar. Absolutely. I would like to suggest if you want to 
put some other clauses in the act 

Mr. Rains. We would be glad to have your suggestion. 

Mr. Boyar. That FHA has a greater latitude in rejecting or accept- 
ing a program as it is written now, they have lost that right. They 
have lost the club to keep builders in line so that in case they give an 
area the absolute minimum under their requirements that they can say 
to them, “Unless you meet certain standards this area requires, then we 
can punish you by reducing the percentage value of your commitment.” 

Mr. Rarns. Well, how have they lost that restraint 

Mr. Boyar. Well, as written by Congress, if we meet the minimum 
requirements of the code, of FHA’s code, FHA is forced to go along 
with it, even though we may not like it. Now, it is true we can have an 
honest difference of opinion and we can want to build a $10,000 home 
in an area that is surrounded by and calls for either $6,000 homes or 
$15,000 homes, and we can arbitrarily say, “Well, we meet your code 
and this is what we want to build here.” Under 203 they can reject it. 
Under 213 they can’t. 

Mr. Rains. It seems rather strange, Mr. Boyar, to have a builder 
telling the committee that we would like to give FHA more latitude so 
they can hold your nose to the grindstone more sharply, but that is 
what you are saying. 

Mr. Boyar. That is exactly what I am saying. 

Mr. Rarns. Because you think in the long run it will get a better 
house if you don’t have a strict requirement that FHA must go along 
if you meet the minimum standard / 

Mr. Boyar. Right. 

Mr. Rarns. It has been said and we are speaking of the Nation 
generally, that the FHA seems to favor builder-sponsored coopera- 
tives as against consumer-initiated cooperatives. 

Mr. Boyar. Thank you for asking that question. May I go into 
that to some length ? 

Mr. Rains. Not too much length. We know about the statement 
made yesterday and I would like you to put in as part of your state- 
ment the senatorial hearings on that. 
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Mr. Boyar. Well, there is nothing in the senatorial hearings that I 
can find—I read it again last night 

Mr. Rarns. Well, some reference was made to it. 

Mr. Boyar. I believe that the gentleman meant the word “true” 
because there is a reference to a “true” cooperative, and I believe that 
is what he was referring to. It so happens that in 1953 I was asked to 
go to Washington to meet a Dr. Snowden, who, I believe many of you 
gentlemen know, who was the FHA coordinator on minority housing, 
even though I don’t believe that is his official title. He asked me if our 
group wouldn’t try to build some homes out here for minority groups 
under 213, but he didn’t use the word “minority.” He wanted it under- 
stood that he meant integrated housing, that everybody could live in, 
and I went over the program that he wanted us to work on, and 1 
told him I thought we would lose money on it, but inasmuch as we were 
operating under the cooperative act on the other phase of it to such 
an extent, I would go along with it. I came back here and formed some 
corporations and we called together the very group he suggested would 
be interested out here under a Mr. Covington, who works for the FHA 
on the minority problem. We called somebody from the Urban 
League, the Nisei-American Society, the Spanish-American Society, 
and the CIO, together with Mr. Floyd Covington, of the FHA. 

Our Mr. Rothberg worked with them, and we submitted to FHA 
applications for a total amount of $2,343,000, 33 buildings consisting 
of 330 units under the management type. Later on, we canceled two 
of the applications to make room for the matter that we spoke of 
yesterday of a group that wanted to put on a smaller cooperative so 
they could get the additional funds from Fannie May. You had 
passed an act in Congress for a rotating $30 million fund of which 
California still had two and a half million dollars due. We applied 
for about $2 million. This other group applied for the $250,000. We 
spent, including Fannie May fees and FHA fees, $42,901.39 to promote 
this idea. It was rejected by the Los Angeles purchasers. 
of integrated housing. I have no idea of knowing what caused the 
rejection. I do know that we spent a loan for advertising, $11,057.87, 

Either our plan wasn’t feasible for them or they didn’t like the idea 
and sold absolutely no units, absolutely none. We then abandoned 
the idea and for the record, so it will be straight, this was the closest, 
I believe, possible to have what was referred to as a true cooperative. 

The other plan that was mentioned yesterday for about a quarter of 
a million dollar project that was a true cooperative, was no more 
a true cooperative than ours was. There was a man named Brown 
who worked on public relations here who wanted to build a project 
for needy people. But if you remove the name Brown and put in 
Boyar, you have the same thing we have. He drew his own plans, 
brought it to FHA, got his certificate of eligibility, and he went out 
looking for customers. He didn’t get the customers any more than we 
did, and the plan failed. This is not the area for a management-type 
cooperative. 

Mr. Rains. You say this is not the area for that ? 

Mr. Boyar. I am certain of that, and I want to be candid with this 
committee and say honestly that the builder-sponsored cooperative in 
effect has the builder on one side of the table and his alter ego on the 
other side of the table when he is drawing up his plan to submit to 
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the public, but there are two checks to that. One is FHA. There is 
no need for a 213 sales-type program if we don’t sell under FHA 
valuation or replacement cost. If we can’t effect a saving there is no 
need of this. Two is the buying public. It is silly to believe because 
we are on both sides of the table actually and theoretically that we can 
get more for our house than our competitor across the street, because 
we wrap a cooperative plan around it. We must get less because there 
is a disadvantage in our plan that the other fellow hasn’t got. If you 
want a cooperative house you must come in and put in your money first, 
and then wait from 8 to 12 months for delivery, where on the other 
plans you practically walk right in. You have a very short wait. 

Now, the only reason that people wait is that you are giving them 
more for their money. There cannot be any other reason, and the 
only reason that you can afford to give them more for their money is 
that you haven’t got the investment and you haven’t got the specula- 
tive that you have had under other forms of financing. 

The fact that this works is proven by the acceptance. The fact 
that we have built a lot of homes doesn’t make us any better or smarter 
than anyone else. One of the reasons we built a great amount of these 
homes was the 213 program as was originally written. It gave the 
buyer a value he th get nowhere else. It also gave him more money 
to spend in his home than the other people have because his payments 
were less. 

Mr. Ratns. How long is the term of the mortgage ? 

Mr. Boyar. The term of the mortgage by law is 40 years. We were 
never able to get any lending institution to give us 40 years, but we 
did get 30 years when most of them were 25. 

Mr. Rains. Twenty-five to thirty. 

Mr. Boyar. At that time everything else was 25. Later on it be- 
came 30, under 501. I would like, if you would allow me, to take 1 
minute, to put something in the record which I tried to put in the 
record of the Senate committee as to our investment in these deals 
because theoretically you need 2 corporations and 1 shows practically 
no investment, but the land corporation shows many, many thousands 
of dollars of investment and it is very easy to look at the corporation 
that does the building and say they have a short amount of investment 
when the land corporation that has to buy the land and improve the 
property has millions of dollars of investment. I couldn’t get it 
into the Senate hearing. 

Mr. Rains. Let me see-what it is. 

Mr. Boyar. This is part of the investment that we have and we 
weren't allowed to show it and still the hearings show we have very 
little investment. That is before a house was built. 

Mr. Rarns. Well, what this refers to is the testimony you are giv- 
ing under this 213 program ? 

Mr. Boyar. It has nothing to do with this. 

Mr. Rarns. It has nothing to do with this? 

Mr. Boyar. No. 

Mr. Poston. Yes; it does. It isthe Lakewood Center. 

Mr. Boyar. It has to do with the investment in putting on a group 
of 213’s that ends up as a city. 

Mr. Ratys. What you want this in for is to actually answer the 
charge that the builder has no investment, is that right? 
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Mr. Boyar. That is correct. May I read it? It will take a minute. 

Mr. Ratns. I would rather you submit it for the record. 

Mr. Boyar. All right. 

Mr. Poston. Send it to us at a later date. 

Mr. Boyar. Very well. 

(The data referred to above has not been submitted to the subcom- 
mittee. ) 

Mr. Apponizi1o. Mr. Boyar, I have one question. 

In talking about these FHA fees you mentioned, those under 213 
and under 203. I believe under 213 it comes to about $80, and under 
203 about $20. Why is that? 

Mr. Boyar. No; under 20%—of course, I haven’t used 203 since 
1947, but if memory serves me right, it is three-tenths of 1 percent; 
in other words, $30 for a $10,000 loan. Under 213 it would be $80 for 
that same size loan and for a $15,000 loan it is $45 against $120, and 
you get the same service as far as processing is concerned. I imagine 
the processing cost under 213 would be higher, but not the inspection 
cost. 

Mr. Apponiz1o. Why is there such a vast difference ? 

Mr. Boyar. I don’t know. I think you have the wrong address 
there. I can’t answer the question because I don’t set the fees. If I set 
fees, they would be much lower, the interest rate would be lower, 
the cost would be lower, everything would be lower, but they don’t 
allow me to set these figures. 

Mr. Ratns. Any questions, Mr. O'Hara? 

Mr. O’Hara. No questions. 

Mr. Ratns. How about a question, Mr. Hiestand? 

Mr. Hiesranp. Not this time. 

Mr. Ratns. Mr. McDonough ? 

Mr. McDonoven. No questions. 

Mr. Ratns. If you will furnish that statement for the record, mail 
it to counsel, and we will include it. 

Mr. Boyar. Thank you very kindly. 

Mr. Rarns. I appreciate your coming, and when we work on 213’s 
next year, I expect we will be looking to you to come to Washington. 

Mr. Boyar. I will be very glad to come. 

Mr. Ratns. Thank you for coming. 

Mr. Boyar. Thank you very much. 

Mr. Ratns. We shall take a couple minutes’ recess. 

(Short recess taken.) 

Mr. Rains. Come to-order. 

Our next witness is Mr. John McGovern. Have a seat and identify 
yourself for the record, Mr. McGovern. 





STATEMENT OF JOHN E. McGOVERN, VICE PRESIDENT, HOUSING 
SECURITIES, INC. 


Mr. McGovern. My name is John McGovern. I am the vice presi- 
dent of Housing Securities, Inc. We are a national mortgage clear- 
inghouse dealing in Government-insured and Government-guaranteed 
mortgages. I have a prepared statement and with your permission, 
Mr. Chairman, I will furnish the copies. 
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Mr. Rains. I understand you are going to discuss with the com- 
mittee FHA’s program 207. 

Mr. MoGovern. Yes, sir; that is correct. 

Mr. Rarns. You may proceed, Mr. McGovern. ees 

Mr. McGovern. Mr. Chairman, I wish to express my appreciation 
to you and the members of your committee for asking me to state 
my views on the subject with which you are concerned. 

‘I have been requested to express my opinions on two subjects, the 

matters of multifamily housing program and the general mortgage 
credit situation. , 
, As regards multifamily housing, a brief review of the past will tend 
to put the current and future situations in proper perspective. Within 
the years of 1945-51 there existed in this area a serious shortage of 
medium-priced rental units; the programs then available through 
FHA were widely and successfully used, and were responsible to 
large measure for meeting that shortage. Within these years approxi- 
mately 700 projects embracing 16,000 units were completed and their 
market acceptance was manifest by the fact that only 1 project was 
acquired by the Government, and that 1 was subsequently resold at 
a profit. 

In the past 3 years a sizable volume of multifamily housing has 
been built and many projects are now under construction, but few, if 
any, have used the facilities of the Government’s mortgage-insurance 
program. 

In my opinion, the reasons for the lack of interest on the part of 
builder-sponsors in the multifamily housing program are as follows: 

1. The average builder and sponsor is not an investor. He requires 
a fairly large amount of operating capital in order to stay in business 
und continue in his construction operations. He is, therefore, only 
reluctantly persuaded to become an investor. 

2. Historically, medium and low-rent housing projects are not good 
investments; since 1930 all studies have shown that rental housing, 
when successful, produces a very modest yield and there is little in- 
ducement for the average investor to assume the complex problems of 
management, taxes, maintenance, and other responsibilities attendant 
with the ownership of rental property. Competing investments offer 
a better return, fewer uncertainties, and less trouble. As a result, 
except in special circumstances, little rental housing has been built 
except under the impetus of titles VI, VIII, or IX programs. It is 
readily seen that where private capital does enter this field, it invari- 
ably moves into luxury-type apartment projects where a high yield 
on the investment is possible, or the growing popularity of high priced 
cooperative apartments where the builder or sponsor makes his profit 
in the construction of the building and the selling of the apartments 
and then relinquishes all interest in the project after he has recovered 
his original capital and profit. 

3. Recent changes in the provisions of the law and regulations tend 
to discourage the building of Government-insured rental housing. 

4. Higher rentals, less rigid planning requirements, and freedom 
from regulation are available to the sponsor through conventional 
financing methods. 








90 INVESTIGATION OF HOUSING, 1955 


5. The possibility of unfavorable publicity in connection with the 
sponsorship, no matter how innocuous it may be, deters sensible 
builders from becoming interested. ef 

6. The problem becomes difficult because with rising land costs, 
high construction costs, constantly increasing real-estate taxes and 
higher assessments, higher management costs, it is increasingly diffi- 
cult to design and finance a building to be built and operated profitably 
with moderate or low rentals. The unfortunate Senate criticism of 
the rental and cooperative programs is a further deterrent to interest 
in these programs and also of section 220. It is regrettable that because 
of this fact that criticism and politics have depleted FHA of many of 
its skilled career personnel. 

Mortgage lenders have expressed little interest in financing these 
projects for two reasons: 

1. The interest rate of 414 percent is unattractive by comparison 
with FHA and VA small-house programs which bear 4% percent 
interest. 

2. The maximum fee the lender may charge the borrower is 1144 
percent, as compared with 214 percent in the small-house programs. 

If it is the desire of the administration to make the various sections 
of the rental housing program workable, some method must be devised, 
whereby the builders or sponsors are reasonably sure of earning and 
retaining a modest construction profit and recovering the major part 
of their original investment. These inducements were held out in 
section 608 of title VI, section 908 of title LX, and in title VIII. 

Mr. Rarns. When you refer to title VII 

Mr. McGovern. Section 803. 

Mr. Rarns. Military housing; we call it Wherry. 

Mr. McGovern. That is right. It is all the same thing. 

Now, with respect to mortgage credit, it is essential that FNMA 
be reorganized as a real central mortgage bank so that small com- 
munities, States with restrictive laws and other technical or social bar- 
riers will not pervent every citizen in every community from taking 
advantage of the Natoin’s housing program. The current FNMA 
operation has acted as a depressant on the mortgage market; is cur- 
rently supporting the market to some extent, but at prices that work 
a hardship on the industry. It is difficult to understand why a Gov- 
ernment agency penalizes the inhabitants of one State to the extent 
of 11% points on their mortgage sales, as against another State. 

FNMA should actually be designed to support the market rather 
than depress it and it should be so constituted to help areas needing 
help and not assume the position of having one governmental agency 
second-guessing another governmental agency with respect to the 
quality of a mortgage. 

It is apparent that the Housing and Home Finance Agency needs 
a stronger and more dominant role in Government operations so that 
the needs of housing will be more closely studied. More information 
will be available at the top level, and that the needs and requirements 
of housing will be consulted prior to the imposition of curbs and con- 
trols. 

I will be glad to answer any questions, sir, that you may have. 

Mr. Rats. Mr. McGovern, first of all, that is a very concise, 
pointed, and a rather hard-hitting statement that happens to meet 
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with my approval most of the way down, and I think with the ap- 
proval of most of the members of the committee, so we would like 
to ask you a few questions. In the first place, how many years were you 
with the FHA ? 

Mr. McGovern. I spent 21 years in Government. I was in HOLC 
and FHA. 

Mr. Ratns. What is your position now with the Bank of America ? 

Mr. McGovern. I am a vice president of Housing Securities, Inc. 

Mr. Rarns. Is that a subsidiary of Bank of America? 

Mr. McGovern. No. Weare a mortgage house. 

Mr. Ratns. The statement you make here about the central mort- 
gage bank, do you think—and I am speaking for the members—that 
we could amend the present Fannie May Act to where it would encom- 
pass and envision a central mortgage bank that would take care of 
these securities which are hanging out in the open, or should we come 
up with brand new piece of legislation about it? What do you think 
about it ? 

Mr. McGovern. I think we need a whole new piece of legislation. 

Mr. Rains. A whole new piece of legislation on the central mort- 
gage bank ? 

Mr. McGovern. Yes. 

Mr. McDonovuen. Mr. McGovern, for the benefit of the record, 
I will say I enjoyed contact and cooperation of Mr. McGovern while 
he served in this job. I am glad you came in this morning, sir. 
With regard to that specific question Mr. Rains just asked you, are 
you familiar with the proposal that Mr. Wellman has made on the 
handling of Fannie May, Mr. Weliman, of the Glendale Savings and 
Loan Association ¢ 

Mr. McGovern. No, I am not. 

Mr. McDonoven. He is going to testify this afternoon and he testi- 
fied at great length before the Banking and Currency Committee when 
we were considering the bill last year. I don’t know that he recom- 
mends the central bank, but the central mortgage bank idea has been 
recommended from many, many sources, and I think that we must 
get around to the position of doing something about picking up these 
mortgages through some central agency of the Government. 

Now, when you say we need completely new legislation, could you 
delineate briefly what form that should take ? ‘ 

Mr. McGovern. Well, I don’t believe I can delineate in detail what 
form it should take other than to say that I do believe it should be in a 
position to support the market and the conditions as they exist, which 
are presently existing. 

Mr. McDonoveu. What kind of discounts should the central bank— 
what would be a normal discount on picking up these mortgages ? 

Mr. McGovern. Well, I would say 3 to 314 points. 

Mr. McDonovceu. What is the present discount on picking up these 
mortgages ¢ 

Mr. McGovern. Are you speaking under Fannie May or the open 
market ¢ 

Mr. McDonoven. The open market. 

Mr. McGovern. That varies from 8 to 9 points. We have a buyer 
in the State of Nevada this morning looking at some Government 
guaranteed loans at 92. 
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Mr. McDonovucu. That is an extreme, isn’t it? 

Mr. McGovern. Some of the Southwest States have prices as low 
as 95 now. 

Mr. McDonoveu. Do you find that the discounts are higher as they 
get further away from the large populated centers? 

Mr. McGovern. Yes, sir, that is true. 

Mr. McDonovucu. And the relief then is for the areas that are not 
in the large populated areas? 

Mr. McGovern. That is very true. 

Mr. Rats. I understand that Fannie May has a different rate in 
New York from what they have in Los Angeles, is that correct ? 

Mr. McGovern. Yes, I pointed that out in my statement, Mr. 
Chairman. 

Mr. Rarns. What is the reason for that? 

Mr. McGovern. That is something which shouldn’t exist in my 
opinion. The fact that the State of Wyoming or the State of Idaho 
or the State of Nevada 

Mr. Ras. Or of Alabama. 

Mr. McGovern. Suffers a 114-point differential from the States of 
Rhode Island or New Jersey, with the same governmental guaranties, 
seems wrong in my opinion. 

Mr. Rarns. I agree with you thoroughly. 

Mr. McDonoveu. Where is the highest market on Fannie May in 
the United States / 

Mr. McGovern. New York, New Jersey, Massachusetts, Ohio, Penn- 
sylvania, enjoy the premium markets. 

Mr. McDonoucn. Does that mean New York, New Jersey, the 

jastern States where the big money is? ‘These reports are assembled 
from areas like Los Angeles and other cities, or are they mortgages 
that are in the immediate community ¢ 

Mr. McGovern. Mortgages in the immediate area where the price 
prevails. 

Mr. McDonovcu. When you say the discount is 7 or 8 percent, that 
is an average ¢ 

Mr. McGovern. No, it is not an average. 

Mr. McDonovucnu. What would the average be ? 

Mr. McGovern. Five points. 

Mr. Rains. Now, on rental housing you point out all of the reasons 
and it is well known why the rental housing program under 207 is 
being hampered and it is not going forward and it is very desperately 
needed in some of the large cities. Do you think that the real basis 
for it is that the builder can’t get a reasonable profit out of it or that 
the investor can’t get a reasonable profit out of his investment? What 
is the trouble ¢ 

Mr. McGovern. I think it is both. After all, as I understand the 
new law, it is designed in order to develop medium-priced housing. 
We have increasing costs continually in this operation. It reaches a 
point in this area particularly that it is very difficult to design and con- 
struct housing that will rent for medium rentals, in addition to which 
the builder must be assured, the sponsor builder must be assured of a 
minimum profit so far as his operation is concerned. Men are un- 
willing to risk capital and it does require a considerable amount of 
some front money to go into these projects, and if they feel that they 
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are going to be—if that amount is going to be reduced or they are not 
going to be entitled to that fee which they believe should bea legitimate 
fee, they are not going to risk that amount. 

Mr. Rains. In other words, the profit motive is just not there, the 
profit incentive, I should say ? 

Mr. McGovern. There are too many other opportunities in other 
parts of the construction industry to permit them to devote the time 
and the energy—and there is a considerable amount of difficult work 
in getting one of these projects together. 

Mr. Ratns. A good many witnesses over the country have appeared 
before our committee on the proposition of mortgage investment and 
have told us just what you said then that there are other investment 
opportunities, we will say stocks, bonds, and so forth, which have 
better returns, dividends, and w hat have you. One of the things that 
makes those dividends, stocks, and so forth better yield, better to the 
investor, is the savings he can get on his income tax. 

Mr. McGovern. That is very true. 

Mr. Rartns. Now, of course, we are not a tax committee but we are 
interested in all of the facets of housing. Is there any recommenda- 
tion you can make to this committee within the bounds of reason that 
we might rec ommend the passage or enactment of any tax measure 
which ‘might be an incentive to go into this type of housing? 

Mr. McGovern. I am not a tax expert, of course, and I don’t wish to 
pose as one. I do think there are certain things you could do in the 
act to make it more desirable, one of which is that all of the rental 
housing part of the program calls for replacement of reserves. You 
gentlemen, I am sure, are familiar with that replacement of reserves. 
Those moneys are continually built up. The use of those moneys is 
highly restricted in the rules and regulations that prevail. The only 
use that they can put those moneys to is that they can be invested in 
Government bonds or Government-guaranteed investment. They are 
paving 414 percent interest on their ‘morte: ige interest. It isn’t a busi- 
ness proposition for a man to amass sizable sums of money—and these 
replacements of reserves run into considerable sums, in some instances 
thirty.or forty thousand dollars, because they are projecting future use, 
such as plumbing fixtures, and roofs which exhaust their useful life in 
20 years. They are paying 414 percent interest and the only use they 
can put that money to is Government-guaranteed investments or Gov- 
ernment bonds. Now, at a 41, percent rate of interest they have to pay 
on the interest it isn’t a very good business proposition not to be able 
to use those moneys to reduce the amount of principal on which they 
are paying interest. It is prohibitive. 

Mr. Ratns. What is the purpose of the reserve? Why require the 
reserve to be so invested in the type of restriction securities 

Mr. McGovern. It isin the rules and regulations of FHA. 

Mr. Rats. But it is not in the legislation. 

Mr. McGovern. Yes, that is right, it is just the way it is interpreted. 
In my opinion it is erroneous. 

Mr. Rarns. Would the provision to allow the funds to be invested 
more profitably in any way endanger the profits position ? 

Mr. McGovern. I don’t think so. The equity situation is being 
improved all of the time. 
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Mr. Rarns. The best way to take care of the Government would be 
continual reduction of the mortgage ¢ 

Mr. McGovern. That is right. 

Mr. McDonovex. What other securities would you recommend 
that these reserves be invested in besides Government bonds or would 
you give them free latitude? 

Mr. McGovern. I think anything that meets the trust requirements 
of the State. 

Mr. McDonoueu. The reserves, of course, are built up, or I may be 
mistaken about this—are the reserves built up for the purpose of assur- 
ing maintenance of the property ¢ 

Mr. McGovern. No, Mr. McDonough, they are built up for replacing 
those portions of the physical assets of the structure that exhaust them- 
selves during the life of the structure. I speak of the roof or the 
plumbing or something of that sort. 

Mr. McDonoven. In other words, when the structure is new, the 
possibility of any part of the physical structure deteriorating is quite 
a ways in the future. 

Mr. McGovern. Yes, sir. 

Mr. McDonovucu. But we will say under normal circumstances 
nothing serious should happen unless a catastrophe occurs for 20 or 
25 years. Then all during that time that reserve is built up. 

Mr. McGovern. That is right. 

Mr. McDonoveu. And all during that time the reserve money is 
going into the Government bonds. 

Mr. McGovern. That is right. 

Mr. McDonovuenu. You think that reserve money should have more 
latitude for investment in other securities than Government bonds? 

Mr. McGovern. And I believe the owning corporation should be 
able to invest those moneys in increasing their equity by reduction 
of the principal of the mortgage. 

Mr. McDonoveu. Would it be out of order to use that money to 
purchase additional good first mortgages ? 

Mr. McGovern. Government guaranteed or insured mortgages ? 

Mr. McDonovueu. Yes. 

Mr. McGovern. Certainly, you can get 414 percent or so on them. 

Mr. McDonovucu. That wouldn’t create a cycle there, would it? 
Here is the loan in the original instance guaranteed by the Govern- 
ment, and the reserve for that loan is used for the purchase of addi- 
tional guaranteed loans. 

Mr. McGovern. The fund is a trust fund which is administered by 
the mortgagee. The mortgagee has the moneys in his possession and 
has charge of the moneys. He could invest in Government-guaranteed 
or Government-insured mortgages. 

Mr. McDonovex. Do you have any idea what the total amount of 
money is in such reserves across the Nation ? 

Mr. McGovern. In total dollar volume ? 

Mr. McDonoven. Yes. 

Mr. McGovern. No, sir; I don’t. 

Mr. McDonoven. Could you estimate it? Does it run into a sizable 
sum ¢ 

Mr. McGovern. Yes; a very sizable sum. 

Mr. McDonovcnu. Would it run into a billion dollars? 

Mr. McGovern. I doubt it. 
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Mr. McDonovueu. Half a billion? 

Mr. McGovern. I would say several hundred million dollars, 

Mr. McDonovueu. Thank you. 

Mr. Ratns. Mr. O'Hara? 

Mr. O’Hara. Mr. McGovern, I have been very much interested in 
your statement and particularly reading from page 2, historically 
medium and low-rent housing projects are not good investments, and 
that where private money does enter, it invariably moves into luxury 
type apartment projects where a high yield on the investment 1s 
possible. 

Now, I think you are hitting the core of our problem. Some people 
have advocated public housing, and at the present time a number of 
us are supporting legislation to build public housing especially con- 
structed and made available to our senior citizens at rental prices 
within their means. 

Now, you have forthrightly told us that private industry at the 
present time is only moving into the field of luxury apartments and 
is not meeting the demand of a great segment of our population for 
medium-rental properties or in the low-rental group. 

What constructive suggestion have you to make as to how we can 
produce housing within the means of this large segment of our popu- 
lation, whose housing needs are not being met at the present time? 

Mr. McGovern. Well, you might be able to do it by reducing your 
requirements as to planning, planning requirements, specification ; in 
other words, build down rather than up. 

The tendency in all codes, as I have seen them over a period of 
years, is to increase the requirements, to make it more expensive 
rather than to find some cheap method of construction. 

Mr. O’Hara. Well, now, let me understand. These requirements 
which you are sketching make it more and more difficult to produce 
housing for the low-income and the medium-income group. 

Mr. McGovern. That is right. 

Mr. O'Hara, Why are those restrictions put on, to help the builders, 
to help the mortgage people? 

Mr. McGovern. No; I don’t think they are. I think it is just nat- 
ural to upgrade because the public has been educated in upgrading 
rather than looking for economies. 

Mr. O’Hara. Then what new approach should we take ? 

Mr. McGovern. Well, I think we have to cut the pattern to fit the 
cloth. I think we have to work it backward. I think we first have 
to find out where the medium rental is and then try to fit a building 
with a specification that will show a return based upon that yield as 
far as rental return is concerned. 

Mr. O’Hara. Perhaps then we should begin, by all of us, those in 
private industry, the construction industry, the financial interests, 
those in the Congress, must realize that we must meet the challenge 
to produce homes within the financial needs of that large segment 
of our population not now being serviced. 

Mr. McGovern. I think that is true. You can’t specify a building, 
and expect it to show a return, if you specify it with luxury-type 
appointments. 

Mr. O’Hara. In directing our attention to the present need of 
housing for our senior citizens, mention is made of the growing 
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number of aged people, their limited means, and the lack of housing 
available to them. . 

Have you any better suggestion to make to meet that need, the need 
for housing of our senior citizens who have limited incomes, other 
than the building of public housing especially made available to them, 
or do you think private industry can do it ? 

Mr. McGovern. I don’t think they can do it with the present re- 
quirements as to plans and specifications and layout and design that 
are required by FHA because I think you have a special type of 
building that must be designed for those people because their methods 
of living are entirely different from those who are younger, who are 
growing up, with families growing up. 

Mr. O’Hara. Would you advocate such a program as we contem- 
plate in the pending legislation, a limited number of public housing 
built especially for the senior citizen and made available to them 
within their means? Would you advocate such legislation ? 

Mr. McGovern. I think it is the best solution that could be offered 
under today’s conditions. 

Mr. O'Hara. Thank you very much. 

Mr. Rarns. You are a real good witness, Mr. McGovern. We 
appreciate your coming and talking with us. 

Mr. McGovern. It has been a pleasure to be here. 

Mr. Ratns. The next witness we have is Mr. Nolan Browning. 

I see where I got mixed up on the Bank of America. Mr. Browning 
is the vice president of the Bank of America. 

Come around, Mr. Browning. 

Would you identify yourself for the record, Mr. Browning, and 
proceed ? 


STATEMENT BY NOLAN BROWNING, VICE PRESIDENT, BANK OF 
AMERICA, LOS ANGELES, CALIF. 


Mr. Browntnc. I am Nolan Browning, vice president of the Bank 
of America, Los Angeles, Calif. 

Shall I proceed directly with my brief statement ? 

Mr. Ratns. Yes; would you pull the microphone closer to you ? 

You may proceed. 

Mr. Browntne. It has been suggested that the subcommittee, in its 
Los Angeles hearings, will be interested in examining into three sep- 
arate phases of housing activity in California. 

1. Our mortgage loan warehousing activity. 

2. Aspects of the housing industry which may be peculiar to 
California. 

3. Whether our housing development has been overextended to the 
extent that there is danger of inflationary tendencies. 

With your permission, Mr. Chairman, my brief comments on each 
of these will be in reverse order of their listing above. 

In its hearings in various parts of the country, the subcommittee 
has obtained much excellent testimony as to the role of commercial 
banks in the housing boom in general, and on the nature and extent of 
mortgage warehousing in particular. We shall not repeat the sub- 
stance of this material, therefore, except to point out certain striking 
differences between the housing situation in California, as compared 
with that in the Nation at large. 
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For the purpose of examining into the effects of our housing boom 
on priees, one cannot lift bodily the housing industry from the bal- 
ance of our economy. It uses many of the same materials and labor 
as are used in other segments of our economy. As the money supply 
is increased through a growth in debt, there is added competition in 
the bidding for labor and materials. With new housing starts in 
California keeping pace or exceeding the national figures, and with 
high levels of employment and income in other segments of our econ- 
omy, there has naturally been an increase in costs of construction. 
There is considerable variance among reputable indexes as to the 
extent of this increase in costs. Nevertheless, vacancy figures indi- 
cate that we are not faced with a serious overbuilt condition on the 
whole. And recently our housing has shown distinct signs of declin- 
ing activity. Many of our local builders feel that this decline has 
been substantially influenced by the more restrictive terms applied 
by the Federal Housing Administration and the Veterans’ Adminis- 
tration, by pronouncements of the Federal Home Loan Board con- 
cerning borrowings by the savings and loan associations, and indirectly 
by the credit policies of the Federal Reserve Board. 

In California, as in the Nation as a whole, balance is needed between 
the pressure for unbridled housing development and restrictive meas- 
ures to control excesses. The latter, properly conceived and executed, 
can be of great benefit; but the construction industry is such an im- 
portant factor in our overall prosperity that we should not apply the 
brakes rapidly enough to cause us to skid off the highway into a ditch. 
One must remember, for example, that as our residential debt increases, 
so also does the annual payoff of amortized mortgages which is avail- 
able for reinvestment. ' 

In California the housing situation is peculiar in at least three ways. 
In the first place, we are dependent upon the construction industry to 
a greater extent than is the United States as a whole. With only 
8 percent of the Nation’s population, California accounted for 19 per- 
cent of the Nation’s residential building permits in the first half of 
this year. Incidentally, in 1954 the Los Angeles metropolitan area 
issued more building permits than any State in the Union, except, of 
course, California. Because our homes are valued above the national 
average, our construction industry accounts for a larger proportion of 
nonfarm labor. Our lumber, plaster, furniture, and other related 
industries are likewise more important than they are to the national 
economy. For these reasons, therefore, we are extremely conscious 
of the need to keep our construction industry steadily employed, at 
the same time avoiding any boom developments which might lead to 
a bust. 

In the second place, California is peculiar because of a base that is 
different than that in most other States. Our housing construction 
makes room for people migrating into the State. To be specific, migra- 
tion accounts for three-quarters of the total demand for housing in 
California, although this factor appears to be negligible in many other 
sections of the country. As long as this inflow of people continues— 
and we see neither a letup nor a reason for one—a higher rate of con- 
struction can be sustained in this State with less difficulty and less 
danger of collapse. 
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In the third place, California commercial banks have been much 
more prominent in financing the house mortgage picture than have 
commercial banks in the United States as a whole. This is partly due 
to the fact that in this State commercial banks act also as savings banks. 
Accordingly, we have traditionally held a much larger proportion of 
our assets in the form of mortgage loans than is true of eastern com- 
mercial banks. Although warehousing activities are carried on, we in 
California also make mortgages to keep. Back in 1950, before mort- 
gage warehousing was viewed as a problem calling for congressional 
inquiry, commercial banks in California held nearly two-fifths of the 
residential mortgage debt outstanding in the State, compared with 
one-fifth of such debt held by commercial banks in the country at 
large. While in 1950 California originated 14 percent of the Nation’s 
housing debt, our comercial banks accounted for nearly 25 percent of 
the Nation’s total residential debt held by all commercial banks. 

These facts may serve to explain why our warehousing activities, as 
that term is generally understood, are carried on in less volume than 
in other sections of the country. Mortgage warehousing is only one 
form of so-called temporary financing which is part of our regular 
business. Interim loans are an indispensable part of the modern 
processes of construction. If the practice is not subject to abuses, it 
is not too dissimilar from the financing of the accumulation of in- 
ventory manufactured or processed in advance of seasonal demands. 
This type of financing plays a useful role in sustaining the prosperity 
of the State, and in providing better housing facilities both for new- 
comers and for residents. 

We see no cause for alarm in mortgage warehousing as a lending 
device, particularly to the moderate extent that it has been used in this 
State, provided it is contained within the limits of financial prudence. 
It does not represent a sudden break from general practices long used 
in the banking profession. Wisely administered, mortgage warehous- 
ing is a friend and not a foe of an active prosperous stable economy. 

Mr. Rarns. That isa very fine statement. 

Now, in brief, and in substance, what you have said about the hous- 
ing industry in southern California is that whereas you might be 
approaching the point of meeting the need, you are not overbuilt to a 
saturation point ? 

Mr. Brown1inea. That is my belief. 

Mr. Rains. And you also say in light of the fact that the housing 
starts have fallen off and are falling off, that credit controls and curbs 
should be used with care and restraint, isn’t that about what you say / 

Mr. Browntine. That is substantially right. 

Mr. Rarns. What is your honest feeling as of now with the home 
builders testifying before us that mortgage money is tight here? Do 
you think the credit curbs—and I am speaking of the action taken b 
the Home Loan Bank Board and by the Federal Reserve and, ais § 
even the shorter term of mortgage and downpayment, do you think 
any of those restrictions should be eased now to meet the need for more 
mortgage money in southern California ? 

Mr. Brownina. My own opinion on that is that it is such an integral 
part of all of the overall controls of credit to avoid any bust of the 
economy as a whole that it must be considered in the broad view and 
can’t be considered just in the interest of housing alone. 
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Mr. Ratns. Of course, from your statement I assume you concur 
with my idea that the housing industry and all of the related activi- 
ties is almost a major part of the national economy; isn’t that right? 

Mr. Brownrna. A very vital one, yes. 

Mr. Rarns. And if you bounce that segment of our national economy 
around too severely, it can affect the overall national economy soon ? 

Mr. Browninea. It can have a very severe effect on it; that is 
right. 

Mr. Rarns. It is not a controlling part, and by that I mean it is 
some 18 to 19 percent of the overall national industry, the housing 
industry and generally; is that the approximate per centage on it? 

Mr. Brownrne. I think we are creating new housing ‘at the rate 
of 16 to 18 billion dollars a year, presently. 

Mr. Rays. I think I have been told by economists it is second 
only to the automobile industry in its overall contribution to the na- 
tional economy. I don’t know whether that is a correct statement or 
not, but it is very close to it. 

Mr. McDonovuen. Yes. 

Mr. Rarns. Gentlemen, this is a very good witness. I am going to 
let you ask him any questions 4 you desire. 

Mr. McDonoven. Well, Mr. Browning, taking the building indus- 
try, the building of houses alone as being a large segment. of the 
ec onomy, but adding to that the effects of ‘building which create the 
demand for furniture, for another automobile, for the appliances 
that are used in the homes, all of which are influenced by the building 
of new houses, taking all of those together, don’t you think that any 
recession in the building of homes would have an almost controlling 
effect upon the economy of the country? What other segment of the 
economy would have more effect if it were recessed ? 

Mr. Browninea. I don’t know that I can measure one ‘industry 
against another in that regard. I have already agreed with the chair- 
man that I think it is a very vital and very important part of our 
economy, and any big decline in activity must have an important effect 
on the economy. 

Mr. McDonoveu. Now, insofar as the warehousing of mortgages 
and handling and disposal of mortgages in order to stimulate new 
building, do you think that there is not enough elasticity in the present 
market, not enough availability for the disposal of those to keep the 
industry alive or should there be more? 

Mr. Brownine. You are speaking, I believe, now as to the ulti- 
mate investor rather than the interim warehousing operations; aren’t 
you? 

Mr. McDonoveu. No, I am speaking of the effect of any present 
restriction on the disposal of those securities in order to keep the in- 
dustry going. The investor is an important part of that because he 
doesn’t buy it unless it is a good investment. 

Mr. Brown1na. Well, the warehousing operations of the commercial 
banks have assisted greatly i in making the interim money available un- 
til the permanent investors, the insurance companies and the mort- 
gage banks and others, have funds available to pick up those loans. 

Mr. Rarns. I would like to say to the witnesses that if any of you 
don’t like to be—if it interferes with your testimony, being photo- 
graphed, let me know. 
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Of course, Congressmen don’t mind it, you know. 

Mr. McDonoveu. To follow through on the thought you just ex- 
prone in your answer, you are a banker, are you not, in the banking 

usiness ¢ 

Mr. Brownine. That is right. 

Mr. McDonoven. Do you think a central mortgage bank to pur- 
chase these securities would stimulate the building industry; and I 
would like to get your opinion of the program that has been made 
heretofore of a central mortgage bank, as a banker. 

Mr. Browninc. Well, we already have some facilities in that gen- 
eral field. 

Let me see if I can state my own personal views of this basis. I 
think it helpful to have welacis Hh facilities, let us say, similar to those 
offered by the Federal Reserve banks where, when our demand for 
credits are tight, we have discounting facilities. We don’t exercise 
them very much, but it is a comfort to know that they are available to 
us. Something on that order might be constructive in the residential 
mortgage debt field. 

Mr. McDonovucH. You mean to operate similar to, along the same 
lines the Federal Reserve Board operates with the banking industry 
in the Nation ? 

Mr. Browninea. I might even—no, I am thinking more that private 
enterprise and private capital generally can contribute the amount of 
funds necessary to handle this so that any governmental assistance 
should be more or less a temporary basis with respect to the invest- 
ment of the funds as far as it can be done. 

Mr. McDonoven. Then I gather from what you say that the cen- 
tral mortgage bank should be a last resort for the relief ? 

Mr. Browninc. Not necessarily. It depends on how the central 
bank is designed and for what purposes it should be formed, and I 
haven't heard the previous discussion, so I don’t know what has been 
proposed, 

Mr. Ratns. Let’s see just a moment. <A lot of people tell us—and 
these are round figures that I use—that somewhere around 33 percent 
of the home-building industry in America is financed first by Fed- 
eral savings or by savings and loan associations, and that backup be- 
hind them is the governmental agency, the Home Loan Bank Board; 
that about 38 or 39 percent of the homes in America are financed by 
commercial banking enterprises, and others, and that the backup be- 
hind that is the Federal Reserve, which has to do with the ups and 
downs of money. 

That leaves another 3314 percent of homes that are built by mort- 
gages secured from those mortgage people who are out in the wild 
blue yonder, so to speak, with no governmental sustaining agency of 
the same type that the other two have, and it is that type of mortgage 
that a great many people think ought to have some kind of a, well, 
they call it, from the want of a better name, a central mortgage bank, 
as a stabilizing influence on those mortgages, and that is the question 
that is being submitted to us across the country by home builders, 
mortgage bankers, and a lot of people, and we are trying to get some 
ideas. 

Now, what do you think about it ? 

Mr. Browninea. Could it not be that the activities of FNMA could 
be extended to provide this? 
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Mr. Rains. Yes; I asked the previous witness that question, and 
there are some people who think that the present Fannie Mae, as we 
call it, could be so changed and amended in the law as to achieve what 
they are thinking about. 

Others say that because of the fact that Fannie Mae has fallen some- 
what in—well, I started to say disrepute; I will say lack of use in 
recent years, that maybe it would be better just to write a brandnew 
situation, but in reality they are thinking of an improved Fannie Mae 
situation. 

Do you go for that kind of legislation ? 

Mr. Browntna. Yes; I think there could be some constructive im- 
provements made, although in general my own feeling is that assist- 
ance of that kind should be designed primarily for the temporary or 
interim use and to let the play of investment funds, private investment 
funds, be the governing influence. 

Mr. Ratns. Well, that is the way today that the Federal Reserve 
banks on their discount rates, and so forth, home loan bank boards; 
as long as everything is on an even keel, it is let alone by them, isn’t it? 

Mr. Brownine. Yes. 

Mr. Ratns. And their powers are only used at a time when there 
needs to be some tension of one way or another. 

Mr. McDonovugu. Now, along those lines, the last session of Con- 
gress, as you know, authorized national banks to lend money to the 
extent of 20 years on mortgages, which authority wasn’t granted be- 
fore. That is going to put a lot of mortgage business not heretofore 
handled by the national banks into the banking industry. 

Mr. BrowninG. Yes; I think it will increase to some extent, al- 
though it probably won’t be directly proportionate. I mean you can’t 
tie it into the extension of maturities alone because, as you know, 
national banking laws govern the extent of investments in real-estate 
mortgages and maybe some of the banks are already comfortably 
invested, or at least for the moment have all of the mortgages they care 
for under their own policies. 

Mr. McDonovuen. You mean national banks? 

Mr. Brownine. Yes. 

Mr. McDonovenu. But not 20-year mortgages. They had no au- 
thority to take 20-year mortgages until this last action of Congress. 

Mr. Brownina. No, but the rules and regulations governing their 
investment is in the aggregate 20-year mortgages, 5-year mortgages, 
mortgages of any maturity. I am trying to point out that that liber- 
alization doesn’t necessarily mean that there will be a big jump in 
the mortgage holdings of the national banks. That is not neces- 
sarily so. 

Mr. McDonoveu. I see. 

Mr. Rarns. Are there any other questions, gentlemen ? 

Mr. O’Hara. Mr. Browning, I know that in your remarks concern- 
ing warehousing you are cautious. You say if the practice is not sub- 
ject to abuses and provided it is contained within the limits of finan- 
cial prudence and wisely administered. Is that caution suggested by 
abuses that you fear might develop in warehousing ? 

Mr. Browntnea. Not necessarily, but after all, commercial banking 
practice is predicated primarily on short-term credits, for example, 
and when we are dealing with 20-and 25-year credits, even though our 
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own dealings are on a short-term basis, we should keep the basic fun- 
damentals in mind and not extend our warehousing activities on too 
long a basis. 

Mr. O'Hara. What suggestion would you have to avoid the develop- 
ment of such abuses as you fear might develop ? 

Mr. Brownrne. I believe, if I may be permitted to say so, that you 

can leave that in the hands of the commercial banks and they will take 
care of it very adequately. 

Mr. O’Hara. Just one other question, and I am merely seeking 
information. 

Is there a danger through warehousing? Institutional warehous- 
ing, as I understand it, projects the volume of money that would be 
available next year into correct operations. It is money allocated for 
the following year but actually used the year prior. 

Mr. Brownine. Yes, it could be interpreted that way. 

Mr. O’Hara. Could that lead to a situation where we had already 
used up the money available the following year and then there was not 
any money the year following that, and we should come to an abrupt 
close? Is there such a danger? 

Mr. Browne. I think it is highly unlikely because those ware- 
housing activities are based on pretty firm estimates of incoming 
funds that are available for those loans. I think you will find most 
banks and most permanent investors will not commit themselves until 
they have pretty fair assurances that the money is going to be there. 

Mr. O'Hara. Thank you very much, sir. 

Mr. Rarys. One other question, since I see we are within our time 
limit. 

As Mr. O'Hara says, we are seeking information. That is our job. 
We appreciate a man like you, who can give us so much. 

We are told across the country, and I am sure the records will show, 
that there are in this country ‘tremendously vast sums of money in 
trust. funds, labor union trust funds, in trust funds of all ty pes, that 
could be used with the proper kind of protection and guaranties to 
those trust funds, as aid and assistance to the home- building industry. 
Is that true, and is it a suffic ient amount of money or is there suffic ‘ient 
money in those trust funds in your judgment across the country to 
where it would be an important part if we could write some legislation 
that would help to induce those trustees to put that money out in mort- 
gages, in guaranteed loans that would protect their trust ? 

Mr. Brow ninG. I think the committee can do an extremely con- 
structive point in delving into that phase of it. There are literally 
hundreds of millions of dollars of trust funds that could be made 
available on a sound basis. 

Mr. McDonovuen. For instance, in the State of California the re- 
tirement fund of the employees of the State, which is a trust fund 
under the jurisdiction of a designated officer by the Governor, is eli- 
gible for the investment in mortgages, secured loans on homes. There 
are hundreds of millions of dollars i in other welfare funds and in civil 
service funds of the other States in the Union, which at the present 
time are used largely to purchase Government bonds or very good, 
secured municipal or State bonds. But none of that money has ever 
been used to absorb the vast amount of guaranteed loans under FHA, 
paying 414 percent, and the Congress is thinking of finding some way 
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to put that money into circulation rather than to go into some of these 
more.or léss very conservative bond issues in States and cities. 

Do you think that would be a good idea ? 

Mr. Browntne. I think it should be explored. 

You have two questions. I think much constructive work can be 
done by the committee in looking into how those trust funds could be 
made available on a sound basis. You have two factors, particularly, 
that you will have to explore: One is the servicing of the debts, and 
the other is of course the extension of the guaranty to people who 
may not now be insured lenders. 

Mr. Ratns. One other comment there, since we got off on that tan- 
gent: There is in the veterans insurance trust fund how many bil- 
lions ¢ 

Mr. McDonoven. At least seven. 

Mr. Rarns. At least 7 or 8 billions of dollars, which backs up the 
national life insurance for veterans, as you know. 

That money now is invested only in Government bonds, and the 
yield is much lower. Mr. McDonough and I have introduced a bill 
that would allow a certain percentage of that fund to be invested in 
Government-guaranteed home mortgages at a much higher rate of 
interest. 

Of course, the answer is obvious, but wouldn’t the security be just 
as good for that veterans’ trust fund in Government-guaranteed mort- 
gages, which pays a higher yield, as it is now in Government bonds? 

Mr. Browninea. Well, isn’t it true that if the Government-insured 
mortgages default, then you end up having Government bonds anyway. 

Mr. Rarns. Surely. 

Mr. McDonoucn. So you mean the one security is just as sound ag 
the other ? 

Mr. Brownina. That is right. 

Mr. Ratns. Thank you very much for coming and giving us the 
benefit of your views. You have made a very fine witness. 

Mr. Browntneo. Thank you. 

Mr. Rarns. The next witness is Mr. William Moseley Jones, presi- 
dent, Pacific Savings & Loan Association. 

Come around, Mr. Jones. 

Mr. McDonoveu. Gentlemen of the committee, I would like to 
inform you that Mr. Jones is the former speaker of the State legis- 
lature. He has been a very valuable citizen in southern California 
for many years, and we are very glad to have him. He is now iden- 
tified with the Federal Savings & Loan Association that he organized. 
He is out of politics, and incidentally he is a Democrat. 

Mr. Rarns. I thought all of the Jones boys lived in Alabama, but 
we are really glad to see you out here, Mr. Jones. 

Mr. Jones. There are 2 or 3 of us in this money-lending business 
out here that are Democrats. 

Mr. McDonoveu. I didn’t say he is a Democrat incidentally. I 
said incidentally he is a Democrat. 

Mr. Rarns. It is nice of you to come before us, Mr. Jones. 

You have a prepared statement, which you may give, and then we 
will ask you questions. 

Mr. Jones. Gordon, I would like to thank you for those very kind 
remarks you made about me. I imagine they are 4 little exaggerated, 
but I appreciate the spirit in which they are given, anyway. 
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STATEMENT OF WILLIAM MOSELEY JONES, PRESIDENT, PACIFIC 
SAVINGS & LOAN ASSOCIATION, AND EXECUTIVE COMMITTEE- 
MAN, UNITED STATES SAVINGS & LOAN LEAGUE, FOR THE 11TH 
DISTRICT, COMPRISING ARIZONA, CALIFORNIA, NEVADA, AND 
THE HAWAIIAN ISLANDS 


Mr. Chairman and members of the committee, I have divided my 
remarks this afternoon into two divisions. The first division has 
to do with matters of general policy concerning the future outlook. 

As to the local situation in the home financing and building field, 
I think I can properly classify it as very good. However, in inter- 
preting that phrase I think you gentlemen should take into account 
the fact that we are holding this hearing in close proximity to Holly- 
wood and that I have deliberately avoided the use of such collo- 
quialisms so common hereabouts as “stupendous” or “colossal.” The 
home-building business here in southern California is no longer stu- 
pendous or colossal. It’s just very good. I think all of us connected 
with the shelter business are duly thankful for this state of affairs 
and most of us would prefer a stable, good situation as against an 
unstable, colossal situation. 

I think most of us were rather relieved when the Government took 
steps to impose restraints on building and home financing. My insti- 
tution engaged heavily in tract financing during the year 1954. At 
the beginning of this year we felt that there was a real possibility 
of an overbuilt situation developing in the current year. We there- 
fore got out of the tract-lending business and made only two small 
tract loans this year, where, in both instances, the builder had a 
builder’s insurance commitment from the FHA. As of the present 
time, I do not think we are in an overbuilt situation here in southern 
California, but I do think we have been very close to it. Of course, 
when I speak of an overbuilt situation, I mean a temporary situation. 
Here in southern California a little time takes care of most mistakes 
of this nature. Right now, sales of new houses are relatively slow. 
I don’t have any figures on this, but I am sure that there are quite 
a number of completed and unsold houses on the market and a very 
substantial number of others under construction. All of these are 
tracts still operating under the nothing-down-but-impounds formula 
with 25- to 30-year financing. 

At the present moment, new construction is almost at a standstill 
due to the strike in the rock, sand, and gravel industry. Of course, 
no one knows how long this strike will last, but I have the guess of 
one well-informed builder that it will not be settled before the first 
of the year. If that prediction proves to be accurate, it seems likely 
that we will run out of completed new houses in a very short time. 
It may even result in some distress situations where builders have 
large projects under construction which are presently tied up by the 
strike. In such a situation, a builder can very quickly run out of 
cash and may be obliged to unload completed houses at a sacrifice. 

One of the greatest difficulties we have in this business is that of 
accurately determining upon a current basis the exact situation of 
the market for new homes. Most of the statistics we get on the sub- 
ject are several months old and are based upon active and inactive 
electric-meter installations. Builders whose sales are slow are gen- 
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erally reluctant to talk about it. When they do talk to us money- 
lenders, they generally paint as optimistic a picture as possible. For 
some time now we have been convinced that this area might become 
overbuilt quite suddenly and with little warning to any of us. The 
rate of home construction in southern California has been so high and 
has progressed at such a rapid pace that we feel that a relatively slight 
decrease in the demand for new homes would result in a glut of the 
market which would demoralize things very rapidly. In my opinion 
the greatest service which the Government agencies could render to 
builders and lenders would be that of furnishing us at frequent inter- 
vals with really reliable current and detailed information concerning 
housing starts and sales in VA and FHA tracts. These two agencies 
already have all of the factual information necessary. It is only 
necessary that it be compiled. The cost of this should not be great, 
and I am sure that our industry would be more than happy to pay 
the cost of such a service if it might be worked out. 

Mr. Rarys. Could I interrupt you just to state that I believe that 
very thing you are talking about is put out month-by-month by the 
Joint Committee on the Economic Report of the Congress. Do you 
get that? 

Mr. Jones. I am not referring to nationwide statistics. I am inter- 
ested in a dozen tracts in Garden Grove, or Anaheim, or Buena Park, 
in other words, the tracts being sold locally. 

Mr. Ratns. That would have to be gathered from each local FHA 
office ? 

Mr. Jones. Each FHA office has the information. They would 
only have to compile it. 

Mr. Rains. How often do you think that should be furnished to you 
to keep you up-to-date on that, once a month ? ‘ 

Mr. Jones. Yes; once a month. I made the suggestion to the local 
VA. They said it should be feasible, and they would see what could 
be done about it. 

Mr. McDonoveu. You mean you should be informed as to both 
VA and FHA? 

Mr. Jones. Yes; I think that would be the desirable situation. If 
we knew, for instance, how many houses were under construction in 
the community in which we were considering a loan, such as some 
so-called hot area like Garden Grove, how many are under construc- 
tion, the type of houses, the rate at which they are selling, the number 
of unsold houses of certain types, and locations, we could make a 
pretty good guess as to whether we should make additional loans. 

Mr. Rains. You also could make a good guess as to whether you 
were approaching in that area what you might consider as an overbuilt 
situation. 

Mr. Jones. Yes. 

Mr. Ratns. That is a good suggestion. 

Go ahead. 

Mr. Jones. From such information we could very accurately deter- 
mine the health of the new-home market at any time and all of us 
would be in a position to determine in what localities the demand is 
best and what home models are selling most readily. 

We have dealt with experienced men, who are very able, long- 
experienced, and I think in every tract they build they build some 
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models that are not popular. They think they will be popular, but 
they don’t turn out to be. If this general information as to public 
taste were available, it would be helpful to all of us. I think all of us 
are wholeheartedly dedicated to the objective of providing new and 
better homes to the American people as rapidly as the market will 
permit. At the same time all of us realize the grave economic conse- 
quences that will result to our community and to the Nation if we 
misjudge the market. Complete, accurate, and reliable information 
is the answer and the VA and the FHA are the agencies capable of 
providing it. 

So far as I know, we do not as yet have any tracts on the market 
being sold under the new terms of 2 percent down and 25 years. None 
of us know what sales resistance we will meet under this formula. 
There are still a large number of houses completed and under con- 
struction which will be sold under the old formula. We lenders are 
all reluctant to make new commitments at this time without knowing 
what effect the new terms will have upon the sale of houses. Changes 
of this kind in the regulations create uncertainties which are hard to 
solve. It seems to me that we would have a more healthful and reliable 
operation if the formula for VA and FHA financing would remain 
fixed and other means used to prevent excesses. 

The local offices of the VA and FHA are doing a good job. In all 
of our dealings with them they have been very courteous, fair, and 
intelligent in their efforts. Neither have we heard of any complaints 
against these two agencies in southern California. 

The things that most of us are most deeply concerned about have 
to do with the future of the whole country. From time to time in a 
democracy such as ours, a fundamental and permanent policy of 
Government evolves and is with us before we realize it. During the 
administrations immediately previous to the current one, it was gen- 
erally recognized that the Democratic Party had permanently com- 
mitted itself to a policy of using economic controls of various kinds 
in an effort to keep the economy health. Until recently, however, it 
was not known with any degree of certainty whether the Republican 
Party would follow a similar policy. As of the present time, I believe 
it is a fair statement to say that the Republican Party has likewise 
adopted a policy of using the power of the Federal Government to 
protect and foster the welfare of the national economy. ‘To put it a 
little more bluntly, I think it is now very clear that both of the major 
political parties are clearly committed to the exercise of economic 
controls and have definitely assumed the responsibility of protecting 
the economic welfare of the country by the exercise of these controls. 
I do not make this statement in any spirit of criticism. I favor the 
exercise of reasonable economic controls by the Federal Government, 
and I believe that it is entirely possible for the Government to exercise 
these powers without destroying our capitalistic free enterprise system: 
or even endangering it. 

The point I wish to make is that our country now appears to be 
firmly and permanently committed to the use of economic controls as 
a protection against general economic illness. If we acknowledge the 
existence of such a permanent and fundamental policy, then the big 
question is just what is the overall system of economic control under 
which we are to operate. Maybe there is someone who knows what 
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this overall policy is, but I haven’t heard of him. In the past, all this 
type of doctoring has been done upon a day-by-day, hit-and-miss, trial- 
and-error, experimental basis. It seems to me that the time has come 
when both the legislative and executive branches of Government 
should endeavor to formulate some clear and reasonably permanent 
policies within this field, which according to the collective wisdom 
of these two branches of Government will be most effective. I also 
have the feeling that an undertaking of such importance in the polit- 
ical atmosphere which now prevails would not to any serious extent 
be hampered by narrow partisan prejudice or bickering. I think that 
at the present time the American people are very fortunate in that 
they are represented by statesmen of very high quality in both of the 
major political parties. 

As of now, it appears that most of this power and responsibility 
rests upon the shoulders of a relatively small number of economic ex- 
perts and advisers. I do not wish to belittle these experts. I think 
they perform a very important and necessary function. But I do 
not think that their judgment is any substitute for the collective wis- 
dom of our elected representatives. Heretofore, under this and 
previous Democratic administrations, we have heard from time to 
time that these experts have advised that various steps be taken to 
improve on or maintain the economic health of the country and then 
the steps are taken. It seems to me that the time has come when Con- 
gress should endeavor to perfect and write into law clear, coherent, 
general policies whcih shall govern in these matters, rather than rely- 
ing upon the day-to-day judgment of a few men. 

Nothing has more effect on the national economy than the restric- 
tion and expansion of money and credit by the Federal Government. 
This practice has been going on for a long time, but as yet, so far as I 
know, Congress has not attempted to lay down any clear rules as to 
how this tremendous power shall be exercised. Those of us who deal 
in money and credit as a commondity can never foresee what the policy 
of the Government will be from month to month, or even from day to 
day. Whatever the rules might be, I am sure that the economy would 
be a lot more healthy just for the knowing of what the rules are 
and what we might expect under any given situation or condition. 
I recognize the fact that evolving such policies in definitive form would 
be a real task, but I certainly do not believe it is insuperable and for 
my part I would certainly like to see this committee or some other 
proper committee of the Congress undertake the task. 

Our Federal Government is now so huge and complex that the 
exercise of effective economic controls by it requires a high degree of 
coordination between the various agencies. As a current example of 
this, it appears from published reports that Federal National Mort- 
gage Association has considerably expanded its mortgage loan pur- 
chase commitments since a policy of money and credit restriction was 
adopted by the Government. In other words, one agency of Govern- 
ment is taking steps to restrict the supply of mortgage credit, while 
another agency of Government is at the same time partly nullifying 
the effect of this action by absorbing the mortgage loans which private 
industry can no longer take. 

Every American citizen knows that our collective capacity for eco- 
nomic progress is unlimited provided we are able to properly regulate 
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the effect of our own enormous productivity. With both parties now 
committed to such a system of regulation, isn’t it time we found out 
what the system is? Last week I heard a very learned gentleman 
predict that by 1960 we would need 2 million new homes a year just 
to maintain our present housing standards and that this would require 
the expenditure of $50 billion a year. I believe this prediction is quite 
accurate and I am sure that all of us having to do with housing will 
eagerly accept such a challenge and I am sure that we will meet the 
challenge providing this great country of ours doesn’t stub its toe 
over some economic problem somewhere along the line. I think we are 
less likely to stub our toe if we all know where we are trying to go and 
how we are trying to get there, rather than leaving this tremendous 
control over our country’s destiny in the hands of a few men consulting 
with one another in private. 

In conclusion I would like to make one final suggestion. Under the 
present law the GI lending program for World War II vets expires 
July 25, 1957. It seems to be generally expected that Congress will 
take action to extend this date. If Congress does intend to do so, it 
should be done at the earliest possible date. Otherwise, there may 
develop a last-minute rush to use GI entitlements which might ap- 
proach panic proportions. Such a development would undoubtedly be 
very unhealthy for the economy of the country and very disruptive of 
an orderly home-construction program. We all hope that Congress 
will give this matter its earliest attention. 

Mr. Rarns. Mr. Jones, I have been on this committee a good long 
time, and I have had the privilege to listen to many good statements 
presented, but I will tell you that I never heard a more able one, that 
puts the problem more directly and as I think concisely, than you 
have done. 

Mr. Jones. Thank you very much. 

Mr. Ratns. There are about 2 or 3 comments I want to make. The 
first thing I will take up is the last paragraph of your statement, the 
reenactment of that legislation affecting the GI. That comes under 
the Veterans’ Affairs Committee because of the rules of the House, 
which say one investigating committee such as this cannot investi- 
gate into a field which another House committee is investigating i»+~ 
so we are precluded from investigating into that, but we will transmit. 
your recommendations to the Veterans’ Affairs Committee. 

I would like to say for the record that while there is some difference 
of opinion as to whether that bill will be extended, it is my firm opinion 
that it will be extended for a minimum of 3 years. This is just one 
man’s feeling about what action the Congress will take. 

I know the American Legion at its convention in Miami adopted 
resolution asking that it be continued for 3 years, and if I eat 
venture a guess I have an idea that Congress may take that kind of 
action, but it must come on a recommendation of the Veterans’ Affairs 
Committee, and not us. 

Most of your statement is strictly recommendations, and that is what 
we are asking for, and it is the problem of the parent committee of this 
subcommittee to do the very job that you are talking about, to set up 
and provide and to chart the course from a monetary policy standpoint, 
that is, the Banking and Currency’s job, its task, and it is one that 
needs to be done, and the haphazard, uncertain, unexpected way of 
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handling the mortgage market, and I say it as you did, my criticism 
is not aimed at any administration, it has been done by all those in 
Government. Maybe it is the only tools which they now have with 
which to do it. 

I say as one, that you have put a good challenge up to the Congress, 
and we ought to accept it. What you actually say is that the men who 
control the ups and downs of the money market are the Federal 
Reserve System. 

Mr. Jones. And the Treasury. 

Mr. Ratns. Andthe Treasury. Of course, actually, it is my feeling, 
and has been for many years, that the Treasury Department, has for 
20 years had the controlling last final say. 

Mr. Jones. Yes. 

Mr. Rains. As I get what you say, you think that the people’s elected 
representatives, the Congress and the Senate of the United States, 
ought to set the policy for them to carry out ? 

Mr. Jones. Yes. It seems to me that the Congress should lay down 
the rules by which these things shall be administered. As far as I 
know, they use their judgment, and no doubt honestly, and no doubt 
as capably as they can, but certainly this thing is too important to leave 
policies entirely to men who happen to hold the jobs at the moment. 
I think Congress should outline the policies within which they may 
operate. 

Mr. Rarns. You believe, as I believe, that we have long since left that 
era of Government, or that era when Government plays no part or 
played no part in the monetary policy of this country; in other words, 
what the Government does nowadays vitally affects the money market 
everywhere, doesn’t it ? 

Mr. Jones. Yes, sir; certainly far and above any other factor in- 
volved in the supply of money and credit on the effect of the activity of 
our Government. 

Mr. Rarns. I asked a previous witness in a concluding question what 
he thought about the possibility of our exploring and looking into the 
availability or the reservoir of savings in trust funds to be used in the 
home-building industry. What do you think about that / 

Mr. Jones. I think certainly it would be wise for this committee to 
look into all possible sources of mortgage credit because if the predic- 
tions of Mr. Prentice, whom I was quoting here, are correct, then one 
of the major problems by 1960 is supplying the tremendous amount of 
mortgage credit that will be needed and not to expand our housing 
facilities, but merely to keep them at par on account of the tremendous 
increase in the number of new families that will occur as a result of 
the war-baby crop. 

As I understand it, our birthrate rose so high during the war-baby 
period that we will have a tremendously higher ratio of new homes 
formed commencing around 1963, 1964, or 1965. 

Mr. Rains. That would put even more pressure on the need for 
houses, of course ? 

Mr. Jones. Yes, sir: and, consequently, any new source of money 
would be worth looking into. , 

In that connection, I am sure you are aware of the fact that the 
States, themselves, have a lot of laws on the subject of where trust 
funds may be invested. 
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Mr. Rains. Yes, retirement funds, and so forth. 

Mr. Jones. It would require a lot of State legislation, undoubtedly, 
also. 

Mr. Rarns. As well as Federal legislation. 

Mr. Jones. As well as Federal. 

Mr. Ratns. Now, one specific question: Whereas you seem to think 
that the credit cushions, and so forth, which have been imposed by 
the action of the Home Loan Bank Board and the Federal Reserve 
may have been of a helpful effect here in southern California, do you 
think that there is danger of keeping those cushions on long, if our 
drops in housing starts is too great, that it might send us down the 
ladder ? 

Mr. Jones. Yes, sir. The question of the timing on changing those 
is of vital consequence. I think the biggest inherent difficulty in gov- 
ernmental economic control is the fact that it doesn’t act rapidly 
enough in its approach to the situation as it develops. They recog- 
nize a problem too long after it has become a problem and act on it 
too late. 

If you are going to exercise economic controls, I think you have to 
exercise them very quickly, very rapidly, very decisively if you are 
going to accomplish your purpose. 

Mr. Rains. And not let them stay on too long after the purpose has 
been accomplished. That also is essential, isn’t it 

Mr. Jones. Yes; I think in studying those things out, when and to 
what extent to change things is a real task, and I do not put myself 
as any expert in that category, but I do think that a careful survey of 
the number of houses under construction, in tracts, the number on the 
market unsold, and the number immediately projected, would give us 
a pretty good answer as to just how quickly a change should be made. 

Mr. Ratns. I think that is a fine recommendation. The committee 
is going to see what we can do to help about that. 

Any questions, Mr. O’Hara? 

Mr. O’Hara. Mr. Chairman, I would like to join with you, sir, in 
expressing appreciation to the speaker for the fine studious presenta- 
tion he has made. It has been most interesting. 

Mr. Jones. I thank you very much, sir. 

Mr. McDonovuenu. Well, Mr. Jones, I am glad you have lived up to 
my expectations in my introduction of you. I think you have ex- 
hibited to the committee your 

Mr. Apponiz1o. Is he a resident of your district ? 

Mr. McDonoven. No; he is not a resident of my district. His 
business isn’t in my district, either. 

Mr. Jones. I have a Democratic Congressman. 

Mr. McDonovuen. He has evidenced his legislative experience in his 
statement, and I think you have been a very valuable witness to the 
committee. 

There is one question: As an operator of a Federal savings and loan 
association, what do you think of a central mortgage bank for ab- 
sorbing Fannie May mortgages ! 

Mr. Jones. It just depends upon the extent to which the Govern- 
ment feels it should expand available mortgage credit. We have, of 
course, pools of various kinds of credit all over the country at the 
present time. We have Fannie Mae standing by. With probably 
just a slightly little interpretation of its own rules and regulations, it 
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could become such an institution. I do not even know that it would 
require legislation. It might to some degree. You could go on add- 
ing more controls on money and credit as you wanted to. 

I am not saying they are bad, but you have to know whether you are 
manufacturing set or too much credit. That is what you do when 
you create a bank of this kind. You create another manufacturer of 
money and credit. 

It just seems to me to be a question of whether you need another one. 
You have a lot of them now. You have the means with your present 
machinery to increase the amount of money and credit available. You 
have many means of doing that, through the facilities now available. 

Mr. McDonoucu. Well, there have been two ideas expressed, one to 
set up a central mortgage bank and the other to use trust funds for 
the purchase of FHA-insured mortgages or loans, and I think that 
there has been enough said about both of them that the Congress ought 
to explore the possibilities of both in order to keep the money in 
circulation for the building of additional homes, if, as, and when we 
need them in various parts of the country. 

There is another point that I would like to ask you on, the jurisdic- 
tion of the Federal Savings & Loan Association was originally ex- 
panded by the Congress, as you know, so that you can loan beyond the 
50-mile limit of your operations. 

Mr. Jones. On GI loans; yes, sir. 

Mr. McDonoveu. In other words, you can loan any place you find 
a sound loan, a good security, can you not? 

Mr. Jones. Yes, on GI and FHA loans only. 

Mr. McDonovueu. That is right. 

Now, have you exercised that to any extent? What is the farthest 
distance away from your operation that you have taken a loan, or do 
you know of any broad expansion in that function in any other Federal 
savings and loan associations around here? 

Mr. Jones. I think we have always taken them within a 50-mile 
limit, and I think we probably will. 

Mr. McDonoveu. Within the 50-mile limit of your operations you 
would get into rural districts, wouldn’t you? 

Mr. Jones. Yes. 

Mr. McDonoveu. Rural districts in southern California are not in 
the same situation as rural districts would be around Mr. Rains’ dis- 
trict in Alabama. Here in southern California we have access to 
money markets that his area wouldn’t have. 

Mr. Jones. Yes, sir; that is correct. 

Mr. McDonoveu. So what I am talking about is to take care of the 
rural housing and in the small towns where they do not have access 
to large money markets, the central mortgage bank and the use of these 
trust funds would come in very handily? 

_ Mr. Jones. I think some effective means of getting mortgage money 
into the more rural areas would be very desirable. I do not know just 
what the machinery should be. This program they have now of 
voluntary mortgage credit, something of that kind, I don’t believe it is 
producing much result, at least not to any extent that I have heard. 

_ In the matter of providing sufficient and adequate mortgage credit 
into more rural districts, we need some improvement along that line, 
and possibly our own industry should stop this business entirely of 
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just taking the nearest loans always upon the theory that they are the 
more easily serviced. I think we should probably start thinking along 
that line. 

Mr. McDonoven. Of course, the farther away you move from the 
populated areas, the more the queston arises in your mind as to 
whether the person that is buying the house is going to be steadily 
employed. 

Mr. Jones. Not so much that; take my rural community, the aver- 
age employment is probably just as good and oftentimes higher than 
it isin the city. But the important difference is in a great metropoli- 
tan area you have a vast market. It may not relatively be any better, 
but if you have to take over a house, and you want to sell it quickly, 
the possibility of selling it quickly in a vast market is much better 
than the possibility of selling it in a narrow market. That is the 
difference from the lender’s point of view. 

Mr. McDonoveu. And that is the biggest question, I suppose ? 

Mr. Jones. Yes. 

Take a town like Riverside, which is a good-sized town. We were 
considering seriously whether we wanted to make some tract loans in 
Riverside. Although Riverside is a good-sized longstanding com- 
munity, a careful study of that community leads to the inevitable con- 
clusion that if you had to take over many houses your market is very 
small compared to your available market, for instance, in the metro- 
politan area of Los Angeles. 

Mr. McDonovucu. What has been your experience in supplying 
money for the building of minority-group housing ? 

Mr. Jones. Well, I think we have had probably as much experience 
along that line as any one institution. As you know, we operate 
mainly on the east side of the county, and we have two tracts over there 
that are almost entirely occupied by minorities, and our experience 
with them has been very satisfactory. 

The houses were built in about 1950, and were sold to minority races. 
They are good houses, well located, close in, and the houses are prob- 
ably worth three or four thousand dollars more now than they sold 
for, which, of course, has a bearing on the thing, but our rate of default 
in that tract I think has been less than in other tracts that are not 
minority groups. 

Mr. McDonoven. Are they integrated, or are they strictly minority ? 

Mr. Jones. I would say about 85 percent minority. 

Mr. McDonoveu. So there is no restriction. If other groups want 
to go in they can buy in? 

Mr. Jones. Oh, yes. 

Mr. McDonoven. But it is designed particularly for the minority 
group to buy, and I suppose the financing is set up so that the terms 
are acceptable to that group, those people / 

Mr. Jones. It was not designed for a minority. It was simply 
another tract. There are two of them, side by side. They were just 
another tract, but the builder sold them to whoever came along, and 
with our consent. Whoever wanted to buy them, and was qualified 
from the standpoint of credit, he sold them to; we agreed to that 
policy. 

The houses are good, standard construction bungalows. I think 
the sold for $10,000 at the time, but, as I say, I think they would sell 
for $13,000 now easily. 
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Mr. McDonoveu. Do you think there is a large market in southern 
California for that type of housing ? irae ts 

Mr. Jonrs. Yes, there is, and the policy of our own institution with 
respect to minorities is this: For the purpose of considering a loan 
application, we do not want to know a man’s racial background. We 
get a thorough credit report on him. If his credit report is good, we 
are not concerned about his racial background. 

Any man with a good credit report in our opinion is entitled to the 
same consideration in an application for a loan as anyone else. 

Mr. McDonoveu. Fine. 

Mr. Jones. We base all of our lending policy upon the credit appli- 
cation. If his credit application is bad, he is rejected regardless of 
race. If his credit lbs, ary is good, then he is accepted regardless 
of race. 

Mr. McDonoven. Thank you, Mr. Jones. 

Mr. Rarns. That isa very fine statement, Mr. Jones, and we appreci- 
ate your coming. We hope to see some more of you. 

The committee is now in recess until 2 o'clock. 

(Whereupon, at 12:15 p. m., a recess was taken until 2 p. m. of the 
same day.) 

AFTERNOON SESSION 


Mr. Rarns. We are a little fortunate. We need to conserve all of 
the time we can, and Mr. Wellman, the next witness, is here now, so 
we will proceed early. 

Have a seat, Mr. Wellman, and identify yourself. You may proceed 
in any manner you desire. 

Mr. McDonoveu. I would just like to inform the committee that 
Mr. Wellman has appeared before the whole Committee on Banking 
and Currency previously in Washington, and he has made an excellent 
study of home financing, and especially the Fannie May section of 
financing, and I am sure he will be of great value as a witness to the 
committee. 

Mr. Ratns. We are very glad to welcome you back as a witness 
before our committee, Mr. Wellman, and you may proceed. 

Mr. Wetitman. Thank you, Mr. Chairman. 


STATEMENT OF CHARLES WELLMAN, EXECUTIVE VICE PRESIDENT, 
GLENDALE FEDERAL SAVINGS AND LOAN ASSOCIATION 


Mr. Wettman. My name is Charles Wellman. I am executive vice 
president of the Glendale Federal Savings and Loan Association. 

I want to thank the committee for the opportunity to appear here 
and discuss some aspects of housing and its general effects on the credit 
picture. If it is satisfactory, I would prefer to offer the written state- 
ment for the record, and merely comment orally on some of the points 
raised by it. 

Mr. Ratns. I think that is a good way to proceed, Mr. Wellman. 
You can summarize the statement for us, and the whole statement will 
be included in the record. 

Mr. Wetitman. Thank you. 
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(The complete statement of Mr. Wellman is as follows :) 


STATEMEN’ OF CHARLES WELLMAN 


My name is Charles Wellman. I am executive vice president of the Glendale 
Federal Savings and Loan Association, a Federal savings and loan association 
with assets in excess of $120 million. My comments today are confined to the 
matter of housing credit and its relation to general credit policy. 

It has become our established national objective to moderate the business cycle 
primarily by use of fiscal and credit policies. In this effort we have regrettably 
little experience to guide us and little knowledge to measure the wisdom of our 
actions. 

In seeking this overall objective, the Government has employed two types of 
control techniques. One is general credit policies, largely initiated and executed 
by the Federal Reserve Board. The second is selective control. 

Housing credit is one area in the economy which has been the subject of selec- 
tive techniques. The present issue is whether it should have been, or should 
now be, the object of such special treatment. 

In such a discussion, boundaries must be clearly drawn. This means housing 
must be considered solely as a problem of the flow of credit and not as a problem 
of how many housing units the Nation needs. This also means that the Govern- 
ment’s housing programs must be considered in terms of their effects on housing 
credit and not in terms of their soundness or efficiency. 

A preference for general credit controls and, conversely, a distaste for selec- 
tive control are pretty much basic elements of our common political philosophy. 

Yet we must realize that, though general credit controls are universal in their 
application, they are certainly not universal in their impact and effect. 

General controls, for example, are not too effective in those credit areas of our 
economy where relatively small changes in the cost of money do not readily 
dampen the demand for credit. The relative ineffectiveness of general controls 
in this situation is the reason for the authority to fix margin requirements on 
stock purchases. It is also the reason why consumer credit (an area not now the 
subject of Government regulation) is relatively unresponsive to restrictive 
actions of the Federal Reserve. 

Another instance where general controls are not too effective is the area of 
long-term capital demands where bank credit plays a relatively minor role. Re- 
strictive Federal Reserve policies on bank credit do not reach and influence the 
long-term capital market except when the volume of savings falls short of long- 
term investment demands and an increasing volume of bank credit becomes nec- 
essary. This bank credit can take the form of bank purchases from long-term 
investors of Government bonds or of direct grants of credit such as is the case 
of mortgage warehousing arrangements. 

These two exceptions to the effectiveness of general credit controls have a par- 
ticular pertinence to housing credit. Housing credit, particularly the Govern- 
ment-insured or guaranteed type with fixed interest rates, is quite sensitive to 
minor changes in the cost of money. On the other hand, housing credit, because 
the great bulk of such credit comes from long-term savings, is not quickly re- 
sponsive to restrictive credit policies applied to commercial bank credit. This 
means that the impact of restrictive bank credit policies on housing credit is 
delayed until the supply of long-term savings capital becomes relatively ex- 
hausted and an increasing use of bank credit becomes necessary. 

When this situation does develop, the effect of restrictive bank credit policies 
becomes extremely potent because of the sensitivity of housing credit to small 
changes in interest rate. The operation of thes two factors and their interre- 
lationship furnishes us a clue to the peculiar problems of controlling housing 
credit, as well as a basis for a critical analysis of the Government’s selective con- 
trols over housing credit. 

The years 1954 and 1955 have a particular pertinence for understanding the 
effect of these two aspects of housing credit. 

The year 1954 was one of relative ease in the capital markets. This ease was a 
product of a relatively high personal savings, of lessened demand on that long- 
term savings, and of the sale by insurance companies and savings banks of 
approximately $1144 billion in Government bonds which were acquired by the 
commercial bank system as the result of the Federal Reserve Board policy of 
active ease. This policy was not changed until December 7, 1954, when the Open 
Market Committee altered Federal Reserve policy from one of “actively main- 
taining a condition of ease” to one of “maintaining a condition of ease,” 
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Also, 1954 was the year in which the Government materially liberalized the 
terms on which it would insure or guarantee home mortgages. 

The coincidence of these two events combined to increase sharply the volume 
of home construction in the second half of 1954. For example, in that period 
the dollar volume of private residential construction reached the alltime high of 
$7,779 million and the net increase in mortgage debt for the entire year was the 
largest then on record. The result of this was that both home construction and 
home financing, unlike many other elements in the economy, stepped across the 
threshold of 1955 at full strength. 

All of us, I am sure, recall that in January and February of this year there 
was an earnest debate whether the market could absorb a rate of residential 
starts of almost a million and a half units. A large part of this rapid increase 
in the rate of residential construction and consequent increase in the volume of 
home-mortgage debt in late 1954 and early 1955 was the result of the liberal pro- 
visions of the 1954 Housing Act and the liberalization of the VA loan-guaranty 
regulations. 

FHA and VA starts, for example, were 53 percent of the total in the second 
half of 1954 and 52 percent for the first 7 months in 1955, the highest percentage 
ever reached. The VA portion of private starts was 30 percent of the total for 
both periods and this also represented an alltime high. An increasing percentage 
of the VA loans closed was written under the most liberal terms permitted. The 
May 1955 Federal Reserve Bulletin points out that in March of 1955 about 45 
percent of the VA loans being closed were being closed with no downpayment, 
compared with less than 20 percent a year earlier and less than 10 percent for 
1953. Forty-six percent of all VA loans closed in March 1955 had a 30-year ma- 
turity as compared with 14 percent a year earlier and 2 percent in middle 1953. 

So long as the rate of personal savings remained adequate, there was not ex- 
cessive demand for the use of such savings, and the volume of bank credit involved 
in home financing remained relatively constant, the mortgage credit market 
operated fairly smoothly. However, when consumers in 1955 began to step up 
their rate of purchases, to reduce their rate of savings, and when other users of 
long-term capital increased their demands for such capital, the need for an in- 
creasing volume of bank credit for housing began to mount. 

It was at that point that the mortgage credit system showed signs of indiges- 
tion. It was then that Federal Reserve Board restrictive policies began to take 
hold. The mortgage market was becoming congested. The rate of starts began- 
to decline. This pattern of events began emerging in April 1955. In other words, 
we were running out of money to finance a home-building program of the magni- 
tude we had developed. The program could be kept going only if sufficient bank 
credit was made available to warehouse loans and to increase advances to home- 
loan bank lenders. 

The action of the VA and the FHA in tightening mortgage terms will not be felt 
this year. 

How does this experience assist us in our incredibly difficult and hazardous task 
of maintaining a strong, steady, and expanding economy? 

First, we must realize that housing credit occupies no special unique status. 
It is merely one of many sources of demand for long-term investment funds. Its 
effect on long-term investment is measured, not in terms of numbers of housing 
units, but in terms of the dollar amounts required to construct those housing 
units. For example, we built more housing units in 1950 than in any other 
year in our history, but the dollar investment required for the fewer number 
we built in 1954 was much greater than that required for the larger number in 
1950. 

Moreover, not only must we talk of housing in terms of dollars, we must seek 
to measure that demand for housing credit against the potential supply of 
investable funds likely to be available, and we must seek to measure the other 
potential demands on such long-term capital. 

Had the much-discussed highway, school, and hospital construction programs 
gotten underway simultaneously with the rate of residential construction we 
were experiencing in the latter part of 1954 and early 1955, the mortgage market 
would have been under tremendous and perhaps even unmanageable pressure. 

Proper housing for American families is certainly a legitimate concern of 
responsible government. Such concern must, however, be expressed in respon- 
sible policies, and it is not responsible policy to plan for and stimulate housing 
credit in terms of a stated number of housing starts without regard to the vol- 
ume of investment funds likely to be available for such credit demands. It is 
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the volume of investment funds that primarily determines the size of our home- 
building program. 

This does not mean that bank credit forms no part of the volume of funds 
available for housing credit. In a highly complex financial machinery such as 
ours and in a nationwide mortgage market such as we have developed, short- 
term bank credit is an integral and important part. It might well be called the 
lubricant of the machinery. It cannot, however, be the gasoline. At least it 
cannot be the gasoline if the economy is operating at close to full capacity 
unless we are to destroy by price increases the benefits the home purchaser 
initially obtains through liberal credit terms. 

Second, if we are to level out the peaks and valleys in our economy and in 
residential construction, we must treat residential construction as a 6- to 9- 
and in some cases even a 12-month process. This means that our credit-control 
techniques must be able to reach and control home financing at the beginning 
of this process ; not near its end. 

The most effective and efficient method for reaching residential construction 
is variations in the downpayments and in the amortization terms on FHA and 
VA loans. The terms on which housing credit is available have a tremendous 
effect on the volume of real-estate transactions, on the number of starts in resi- 
dential construction, as well as on the prices at which such transactions are 
consummated. 

Our experience with the liberalization of the National Housing Act and the 
appropriate VA regulations in 1954 certainly underscores the validity of this 
proposition. 

Federal Reserve Bank restrictive devices, on the other hand, come too late in 
retarding of a given volume of housing credit and hence are highly inefficient 
for the accomplishment of this purpose. Our experience in 1955 certainly under- 
scores this. 

The same is true in reverse: If the objective of the money managers is to 
stimulate housing construction, the easiest and quickest way to achieve this is 
by a marked relaxation of mortgage terms rather than expanding the base of 
bank credit. 

This, of course, does not mean that expansion and contraction of bank credit 
does not have an effect on housing credit. Expansion of bank credit, for exam- 
ple, was undoubtedly a factor in the expansion of home building in 1954, but in 
a real sense such credit expansion or contraction comes farther toward the end 
of the process than at the beginning. 

In the arena of public policy, this approach throws the initial major responsi- 
bility for controlling housing credit on the insuring and guaranteeing housing 
agencies of the Federal Government and assigns, initially, at least, a less im- 
portant role to the Federal Reserve Board. Such an approach calls for greater 
coordination between the activities of the housing agencies and the monetary 
authority. 

It is my conviction that had the Government applied restrictive selective con- 
trols over mortgage terms in early 1955 instead of July 1955, at least some of the 
pressure now existing in the mortgage market would not exist. 

It is true that either relaxation or tightness in mortgage terms is a form of 
selective credit control. It is, however, easily distinguishable from other types 
of credit control as exemplified by the old regulation X. With the regulation 
X type of control, the Government is dictating to private lenders the basis on 
which they may extend credit. In varying the terms of Government insured and 
guaranteed loans, the Government is simply stating the basis on which it will 
guarantee or insure private lenders against loss on credit they either have or 
are about to extend. 

Regulation of our economy by credit devices certainly cannot ignore housing 
credit. On the other hand, if housing credit is to be effectively regulated, the 
techniques chosen must take cognizance of, and be consistent with, the character- 
istics of housing credit. 

Management of an economy by expanding or contracting the flow of credit is 
an extremely delicate and difficult task. It is much easier to criticize after the 
event than to enact policy beforehand. My main objective, therefore, is not so 
much to criticize as to explore the problem, in the hope that such exploration may 
assist us in doing the same job in the future better. 

To me, our experiences in 1954 and 1955 indicate that we initially placed 
too much reliance on traditional central bank techniques to regulate housing 
credit and that we did not tighten mortgage terms soon enough. The pressure 
we had generated at the end of 1954 and beginning of 1955 was simply too great 





INVESTIGATION OF HOUSING, 1955 117 
for the volume of savings and, inevitably, the excess spilled over into the short- 
term creiuit field. 

Thus, credit extended to real-estate mortgage lenders by weekly reporting 
banks increased approximately $737 million in the year from August 1954 to 
August 1955. Thus, during the first 6 months of 1955, mortgage loans made 
by savings and loan associations exceeded net savings receipts and loan repay- 
ments (including loan prepayments and mortgage sales) by $218 million or at 
an annual rate in excess of $400 million. As a consequence, advances to mem- 
bers increased from $648 million in August 1954 to $1,187 million at the end 
of August 1955, a gain of $539 million. 

Undoubtedly it was this rate of increase which produced the official statements 
respecting mortgage warehousing and home-loan bank advances. Perhaps the 
initial statements were stronger than we needed or carried implications not 
intended. Certainly some were under the impression that the Federal Reserve 
of New York, at least, was against warehousing per se, as well as that members 
of the Home Loan Bank System would be denied access to that system to meet 
existing valid commitments. To this extent, the effect of the statements was 
unfortunate. 

The stubborn fact still remains, however, we were rapidly increasing the rate 
at which short-term bank funds were being committed to long-term housing 
credit. 

Everyone agrees that both warehousing of mortgages by commercial banks and 
advances by regional home-loan banks to their members are essential parts of a 
sound and efficient mortgage market. However, neither warehousing nor ad- 
Vances can absorb any shortage, no matter what its size, which develops in the 
volume of investment funds available for home financing. 

The problem, therefore, still is how much should be covered by bank credit 
and what steps do responsible authorities take to control a too rapid approach 
to the ceiling, whatever that might be. 

So far as advances are concerned, full use of the classic techniques of a reduc- 
tion in lines of credit and an inhibitory increase in the rate charged on advances 
appears preferable. 

All these difficulties, however, merely underline the inadequacies of central 
banking to restrain efficiently a housing credit boom—particularly when that 
boom is stimulated by extremely liberal mortgage loans, insured or guaranteed by 
the same Government which is trying to hold expansion down. 

To our task of managing the economy, we must bring the gifts of analysis, 
imagination, and courage. We need analysis to understand the differences as 
well as the similarities in the great sources of credit demands in our country. 
We need imagination to develop tools and techniques to deal more effectively with 
these differences. And, above all, we need courage to apply these techniques, as 
Well as the courage to be unafraid of changing our position when we find our 
answers inadequate. 


Mr. WELLMAN. More and more Government has been committed to 
the principle of moderating our business cycles by controlling both 
the volume and the price of credit. ¢ ‘ertainly you cannot ace omplish 
that objective by ignoring housing credit. Housing credit is too im- 
portant and essential an element in the whole credit picture for it 
not to be considered a part of this regulation of the price and volume 
of credit. 

The real issue, of course, is how do you regulate credit and, frankly, 
we have not had very much experience with that, but we have had some 
experience, pi articularly in the years 1954 and 1955, and I feel that at 
least part of that experience will be helpful to us in our task of analyz- 
ing this problem. 

Now, in 1954 we had great ease in the money markets. There was 
a policy of active ease on 1 the part of the Federal Reserve. There was 
a lessened demand for capital on the part of the other sectors of the 
economy. At the same time, and coincidental with that, we had 
liberalization in housing credit, and certainly a part of the reason for 
that liberalization was the 1953-54 recession. 
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Now, what was the effect of the combination of those two factors? 
We had an incredibly large dollar volume invested in housing. In 
the second half of the year we had $7,779 million invested in resi- 
dential construction, the largest single dollar amount we had ever 
had invested in a similar period of time. We had a sharp increase in 
the number of housing units, as well as in the dollar amount invested 
in them, 

Beginning about 1955 we were in effect entering, or housing was en- 
tering the year unlike many other factors in the economy, at full 
strength. I am sure you gentlemen will recall that in 1955, in the 
very beginning of the year, there was a very earnest debate into 
whether or not we could absorb a million and a half housing units a 
year which was the rate at which we were building, and building, in- 
cidentally, coptraseasonally, in the latter part of 1954. 

A great portion of this housing credit that was generated in the 
second half of 1954, and the early part of 1955, involved the use of 
FHAand VA. Forexample, FHA and VA combined produced about 
52 percent of the housing starts in both the last half of 1954 and the 
first 7 months of 1955. That was the largest percentage they had 
accounted for prior to that time. VA accounted for 30 percent, which 
also was an alltime high, and, incidentally, enough increasing use of 
the VA loans were under the maximum permissible terms. 

In March of 1955, 45 percent of the VA loans were being closed on 
a no-downpayment basis, contrasted to 20 percent a year before. On 
terms of the 30-year term, about 46 percent of the loans being closed 
in March of 1955 were being closed on 30 years as against approxi- 
mately 14 percent in March of 1954. 

Now, at the end of the year we began to get a very sharp shift in 
Federal Reserve policy. On December 7, the Open Market Commit- 
tee moved from a position of active ease to one of just ease. 

Mr. Ratns. December 7 ? 

Mr. WELLMAN. 1954. 

But at the same time, we did not get any action at all in the field 
of housing, although, as I say, the volume of housing construction 
was moving at an extremely rapid clip. After that first quarter of 
1955 pressures began to build up in the economy. There was a decline 
in the rate of personal savings. For example, in the second quarter of 
1955, personal savings amounted to $16 billion, roughly. The second 
quarter of 1954 they were almost $19 billion, so we had a decline in 
savings, but we had a very large building program going on, and at 
the same time we had a very active demand for capital from all other 
sources in the economy. Frankly, it is a good thing we did not at the 
same time have a big highway program, a big school building, and a 
good big hospital program going at the same time we were running 
residential construction at the rate of almost a million and half a year 
because if we had the pressure in the mortgage market it would have 
been truly tremendous. 

Now, as this measure begins to build up in a type of activity that 
is largely financed by long-term savings, it has to give somewhere, 
and the way it generally and traditionally gives is in the field of short- 
term credit. You get a greater and greater degree of short-term bank 
credit being committed into the field of mortgage credit, and that is 
exactly what happened. For example, the Federal Reserve Board 
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made an analysis of warehousing loans, the dollar amount involved. 
They found in August of 1954 they had approximately 573 million 
in warehousing loans by reporting banks. In August of 1955 that 
figure had increased $737 million, to a total of $1,310 million. Even 
in our own business in the savings and loan business, advances from 
the home loan regional banks to member institutions had moved 
up from $648 million in August of 1954 to $1,187 million, a gain of 
$539 million in home loan bank advances to member institutions 
roughly covering this same period in which there was so much pressure 
on building houses, and at the same time pressure from consumer 
credit, pressure from businesses investing in inventories and in plant 
and equipment, and so forth. 

Actually, this pressure began to really take hold, and, as far as 
Los Angeles County, and I think throughout the country generally, 
it was about April and May that you began to see the first decline in 
the rate of residential construction. 

It is my opinion that that decline was primarily the result of this 
combination of excessive demand pressing against a limited supply, 
and the effect was the beginning of a decline in the rate of construction, 
it marked the beginning of decreases in discounts, it began to mark, 
frankly, a congested mortgage market. We began putting certain 
controls into effect. I think it was in the end of » a they abolished 
the so-called no-no down VA loan, but it was not until the end of 
July that the FHA and the VA reduced the terms to 25 years and 
increased downpayments 2 percent, to 2 percent in the case of VA 
and 7 percent in the case of FHA. So actually as to the decline we 
have been experiencing since April and May, the restriction of the 
VA and FHA, I think, is unimportant. The effect of that will be felt 
not this year but next year, I think. 

Mr. Rats. That is usually true that any restrictive action has a 
delayed effect, so to speak. 

Mr. Wetiman. That is correct. 

Mr. Ratns. You don’t attribute the drop of 22 percent in housing 
starts here in the Los Angeles area to the financing tightness? 

Mr. Wetiman. I think it is primarily a matter of tightness in the 
money market, not in the matter of VA and FHA restriction on term 
and increase in downpayments. 

Now, what the effect of those will be on the market later on it seems 
is conjectural. 

As I indicated in the beginning, we are trying to regulate credit, of 
which housing credit is an important part. What does that experience 
of 1954 and 1955 mean to us? What lessons can we draw from it? I 
think the first and most important thing to recognize is that housing 
is just one kind of credit, and it cannot, when we are considering hous- 
ing in terms of credit, be thought of in terms only of housing units. 
We have to think of it as a source of demand for credit. It doesn’t have 
a special unique status. 

Second of all, we have to consider housing not only in terms of num- 
bers of units but we have to think of housing in terms of the dollars 
that it demands. For example, we have had about a $2,500 increase 
per unit in the cost of housing from 1950 to 1954. So whereas in 1950 
we built more housing units ae we have ever built before or since, in 
1954 the dollar demand of the reduced housing construction rate still 
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was greater than the number of units and the dollar amount involved 
in 1950. 

So we can’t think of housing as something unique and we can’t think 
of housing only in terms of how many units when we are considering 
it as part “of the credit policy. We have to think of it first of all in 
terms of dollars; second, we have to recognize that housing credit has 
certain peculiar characteristics. It is a long time in developing. It is 
a long time in paying back. It is primarily the result of the volume of 
savings that are available. It is relatively sensitive to small changes 
of interest rates primarily because it is a long-term type of inv estment. 
You wiggle the interest rate on a short-term obligation and you do not 
reduce the price materially. You change the interest rate on a long- 
term investment and the effect pricewise to equalize the yield is quite 
heavy. 

For example, it takes you 2-percent reduction in the par value price 
of a VA loan to equal a quarter of a percent change in the interest 
rates. 

Now, it seems that granted those primry characteristics of housing 
credit, Federal Reserve monetary credit policies are not initially 
effective and they are not initially effective because they deal princi- 
pally with bank credit, short-term credit. For example, as the Federal 
Reserve moved into the year 1955, pursuing a policy of increasing 
tightness of money, we did not get the effect of that in the field of 
housing credit until the spring of the year, and actually it is the 
third quarter when the situation has become subject to rather terrific 
pressure. 

So when you start putting Federal Reserve controls on credits, you 
don’t really touch housing credit until 6 months and sometimes even 
9 months later. 

Now, what that means is that when the Federal Reserve credit does 
begin to take hold, when it does begin to grab, because of the sensitivity 
of | housing credit to small changes ‘of interest rates, it really takes hold. 
So in my opinion, Federal Reserve credit policies, central bank tech- 
niques of regulting the volume and the price of money are not a very 
efficient method of regulating housing credit. The most effective way 
to regulate housing credit is regulating the terms on FHA nd VA loans. 

Mr. Rarns. You mean as to downpayment ? 

Mr. Wetitman. As to downpayment and period of amortization and 
the reason for that is because housing is a product of effective demand 
for housing. Builders don’t build houses and lenders don’t finance 
them unless they believe there is a demand for them. How much of 
that demand for housing there is depends to a very considerable ex- 
tent on what kind of terms are available. 

For example, if we were making 50 percent cash downpayment, 
10-year repayable mortgage loans, I am sure we wouldn't have had 
anywhere near the volume of construction we have had. 

Mr. Rarns. Let me ask a question there. 

Is the increase in the interest rate, does it also, if an increase were 
to come, does that also lower the demand for houses or does it up it? 

Mr. Wetiman. I don’t think that interest rate plays a very large 
part in the change in demand for housing, particularly if you are 
using a long- term mortgage. The effect of an increase in interest 

rates, if you Vhave a 30- -year mortgage, is relatively minor in terms of 
the effect on the monthly payment. 
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Now, of course, increases in interest rates from an investor’s point 
of view make their decision easier as to whether they are going to 
put money into municipal bonds or whether they are going to ‘buy 
corporate bonds. It primarily directs the flow of money, but I 
don’t believe that interest rates, particularly when it is tied to a 
real long-term mortgage such as we have in this country today, the 
long-term amortized mortgage, I don’t believe interest rates are a 

very inhibiting factor on consumer demand. 

Mr. Rains. Do you think the small added requirement of FHA 
and VA for downpayment has had anything to do with the fall off 
in housing starts ¢ 

Mr. Wetitman. No, sir, I do not, not yet. I doubt if there are any 
houses to speak of in terms of the large volume we have in this area 
that are currently being sold subject to those terms. The volume 
of VA commitments still outstanding not subject to the restrictions 
of the July 28 VA regulations is still large enough in my opinion to 
supply plenty of new construction for some time to come actually 
in this area. 

Mr. Rarns. Will it have any effect ? 

Mr. Wetiman. I think it will. I think it certainly will have an 
effect. Certainly if the figures we see as of March of 1955, where 46 
percent were being sold with a 30-year term, as against 14 percent 
the year before, and 45 percent sold with nothing down in March of 
1955: now how much it will cut it back, I don’t know. I don’t think 
anyone knows whether 2 percent is going to knock much off. I think 
actually shortening the term from 30 years to 25 years is certainly 
much more potent in restricting demand because when you are quali- 
fying a borrower, you are interested in the relationship of his monthly 
payment to his income, and when you start increasing the monthly 
payment because you are shortening the term, you sometimes kick 
out fairly large segments of your potential market because of that 
relationship between monthly housing expense and monthly income. 

Mr. McDonoveu. How much does a 5-year decrease in the ma- 
turity amount to on a monthly payment / 

Mr. Wetiman. Normally it amounts to $5 or $6 in the normal 
type of transaction, but, for example, if you have a $15,000 house 
ona VA 30-year term, that is about a $78 monthly payment, to which 
then you add taxes and insurance. Well, normally a man making 
between $420 to $435 a month could qualify. But if you start raising 
that monthly payment up from $77, say, to $82 or $83, you are pushing 
up the income required for an individual or a veteran to purchase 
that house, so my own opinion is that the 2 percent downpayment 
is not the really effective method of the two; that shortening the 
term is. 

Mr. McDonoven. Also with the change in the time of maturity and 
taking out of the market a large percentage of buyers will also affect 
the purchase of appliances and house fittings that go to make a home. 
It would have a relative effect there, too, wouldn’t it ? 

Mr. Wettman. That is true. There is no question but what the 
volume of new construction in the past 10 years has had a tremen- 
ously effective result on the volume of appliance purchases. I think 
there is no doubt but what there is a close correlation between increase 
in consumer credit, for example, and the increase in credit. 
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Mr. Rarns. In cutting down the number of years for the life of the 
mortgage, speaking of VA and FHA, does that also eliminate some 
prospective home buyers whose age would move them into the bracket 
with the longer term for maturity that they can’t qualify or not; 
is there a restriction of FHA or a regulation of FHA that a mortgage 
must mature not later than a certain age of the prospective applicant ? 

Mr. Wetiman. I really couldn’t answer that, sir. 

Mr. Rarns. I think there is some sort of a policy with respect to 
that. 

Well, I note you haven’t commented on the regulation of the Home 
Loan Bank Board yet. What do you have to say about that? 

Mr. Wetiman. I think the same thing is applicable there that is 
applicable to the mortgage warehousing situation, and that is how 
much home-loan credit are you going to create? When you start 
dropping the volume of personal savings and putting all this money 
into mortgages, the money has to come from somewhere. You increase 
rapidly the dollar amount in warehousing. 

Now, the question I am sure both the Home Loan Bank Board 
and the Federal Reserve people were faced with was where is the 
limit; where is the ceiling? You are starting to climb up rapidly 
in the volume of this type of short-term credit in mortgage markets. 
How much do you commit of short-term bank credit to mortgage 
credit? I don’t know the answer to that. 

For example, the savings and loan associations in the first 6 months 
of 1955 lent $218 million more than they took in either in savings 
or repayments or sales or prepayments on mortgage loans. That is 
a rate of over $400 million a year. There is no question but what 
they couldn’t keep on doing that. We just began to run out of money. 
That is what happened in the mortgage business. 

In 1954 when everything was fairly easy and there was a lot more 
money around and there wasn’t so much demand for it, we could afford 
to stimulate housing, and should and did stimulate housing. 

Mr. Rats. Well, in a nation like ours at this time, with a full 
head of steam in its national economy, it strikes me as an odd picture 
when they tell us, and I am sure it is true, that the people still need 
houses and everybody is employed, why do we run out of money ? 

Mr. Wetitman. Well, you have two problems there, sir. You can 
do one of two things: If you have unemployment, you can and should 
increase the supply of money. 

Mr. Rats. if you have unemployment ? 

Mr. Weititman. You have unemployment. If your economy is 
underdeveloping; if it is working at below its capacity. But when 
you get into an economy where it is working at relatively full capacity, 
you can increase the volume of money, but the effect of that increase 
is to increase the price level. For example, the cost of building a 
house is up about 5 percent in Los Angeles County. 

Mr. Rains. Doesn’t there have to be one more step to that? There 
needs to be a shortage before it increases the price level of something, 
doesn’t there ? 

Mr. Wetman. That is true, but if you are working at full capacity 
in your economy, and then you want to also step up any one sector of 
the economy, I don’t care whether it is automobiles or houses or schools 
or whatever it might be, once you start doing that via increasing the 
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volume of bank credit, you are going to get an effect on the price 
level, if shortages begin to develop and the prices of commodities begin 
to move up. 

That is why I wonder about our theory of need. We talk about 
people needing houses. Well, need is a relative term, and need bas- 
ically goes partly at least to on what kind of basis can they buy houses. 
If they can buy houses with 30-year, no downpayments, then there are 
more people need them than if they can’t. But how many housing 
units a community needs is one question. How many housing units a 
community can supply depends among other things on how many 
other things that community is trying to do. If we had had a full, 
going highway program, an expanding hospital and schoolbuilding 
program at the same time we were pushing residential construction 
at the rate we were in the beginning of 1955, we would have had a 
really badly congested mortgage market, because I don’t know of any 
financial institution that is a responsible institution that is hoarding 
money. The percentage of Government bonds and cash on hand in 
savings and loan associations at the end of June 1955 was the lowest 
that it has been way prior to World War II. I don’t know of anyone 
that is holding onto money and not investing it. So the problem is 
it takes credit, it takes money to build houses, and where are you going 
to get the money? If you are putting the money into one thing, that 
money is committed. If you are putting it into something else; you 
can redirect the course of that money, you can move it from schools 
to houses to automobiles, but unless you are trying to increase the 
supply of money, you only have so much money. 

Mr. Rarns. That is all true. Of course I don’t want to think that 
we live in a day of static economy. I don’t think America has yet 
gotten to the point that we can’t expand. I have always been of the 
impression that productivity in houses, or in anything else, with 
people employed and productive, that if you spend money for things 
produced, that you are not necessarily then creating inflation, and that 
that ought to be the method by which you could have not only an 
expanding economy but more money to do more things with. 

Am I just a Pollyanna on that? 

Mr. Wetiman. No, sir; I don’t think there is any question but that 
you are absolutely right. The economy expands at the rate of 3 or 4 
percent a year. But the economy increased its rate of production in 
1955 9 percent. It isn’t a question of.whether or not we should have 
un expanding economy. I think you are absolutely right. I think that 
you have to keep expanding your economy, and in order to do that you 
have to increase the supply of money and credit. But it all gets back 
to a question of how much. 

Mr. McDonoven. Well now, let’s apply that theory to the building 
industry. That is the thing we are talking about especially. Can’t 
you expand that economy as far as building is concerned by finding 
additional new money to continue to build to meet the demand for new 
houses? You don’t freeze the money that is put in a house in a mort- 
gage and put it away ina vault. You have to put that money back 
into circulation. 

Mr. Wetiman. That is correct. 

Mr. McDonoveu. Is your theory that the money put in an original 
subdivision of, say, a thousand houses, is not put back into circulation 
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quick enough or is it going back into circulation quick enough now in 
your opinion ¢ 

Mr. Weiiman. It goes back into circulation, but it doesn’t neces- 
sarily go back into savings. The rate of personal savings is way down 
this year as compared to a previous } year, say 1954. People say, “Well, 
we have to tap new markets for money.’ “Well, where is the money ? 
It is already invested in something or it is lying around in idle cash. 
The pension funds, for instance, there has been much mention of pen- 
sion funds as a source of mortgage money. Well, what are the pension 
funds doing with their money now ? 

Mr. McDonovan. They are investing it in Government bonds. 

Mr. Wetiman. If you take that money out of Government bonds 
and put it into mortgages, what is going to happen to the Government 
bonds ¢ 

Actually that is one of the big factors, one of the big reasons housing 
credit did so well in 1954, that savings banks and insurance companies 
sold $114 billion worth of Government bonds, because the Federal 
Reserve Board followed a policy of activities. the commercial banks 
bought $6 billion worth of bonds. In other words, they expanded the 
credit base and permitted the commercial banks to buy bonds. The 
life-insurance companies sold the bonds to the commercial banks and 
turned around and invested the money in mortgages. But if you do 
the same thing with pension funds, if the pension funds want to go and 
invest in mortgages, they are either going to stop buying Government 
bonds they are now buying or they are going to sell Government bonds 
they are now holding to put it into mortgages. Then what is going 
to happen to the Government bonds? Unless the commercial banks 
system credit basis is expanded so they can associate the bonds, which 
is one way actually of inflating the money—the money is there, but it is 
already invested. It isjusta quest ion of where do you want to put it. 

Actually, the FHA and VA programs have been very effective de- 
vices for increasing the volume of investment in mortgages. They 
have made mortgages a much more attractive type of investment than 
they ever were, ‘and to that extent it is a redirection of investment 
funds, but you can’t lend more money than you have, and if you want 
to increase the volume of money, vou have to do it via bank credit. 

Mr. McDonouen. Let’s narrow it down to the dollar. <A dollar 
invested in a Government bond or a dollar invested in a guaranteed 
insured mortgage, which of those $2 does the most for the economy of 
the country? Which employs more people, which buys more goods, 
which puts more money into the hands of the common people to buy 
goods, which of those $2 invested ? 

Mr. Wetiman. You can’t draw a distinction that is like, “Have 
you stopped beating your wife?” If we have an individual making 
a choice between, “Should I buy this Government bond or buy this 
house,” sure it is better for the fellow to buy the house, but if every- 
body followed that practice, we would have—well, we have a $275 
billion Government debt, and somebody has to buy those bonds, and if 
they don’t we are really going to be in a bad way. 

Mr. Rains. We have to conclude soon. 

What about Fannie May’s present activity of not supporting the 
bond market and following along? What do you think about that? 


Do you think Fannie May ought to be changed into a central mortgage 
bank or not? 
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Mr. Wretiman. Well, Fannie May is sort of like the bride that was 
left at the altar 6 months ago. Nobody paid much attention to her, 
and now she is becoming like a radiant debutante. Everybody is be- 
coming suddenly interested in Fannie May. The volume of activity 
in Fannie May has stepped up considerably, which is merely another 
way of saying the mortgage market is congested. When it was free, 
nobody paid a bit of attention to Fannie May. Why? Because they 
added on top of the discount the stock requirement and a half of 1 per- 
cent, or a 1-percent fee, so it was more expensive to sell loans to Fannie 
May than it was to sell to anybody else, so nobody used Fannie May. 
Now the market price is down so low that Fannie May has become 
almost like a shining white hope. Everybody thinks maybe we can 
start selling loans to Fannie May, and the volume of loans being sold 
is increasing very, very rapidly. 

As to a central bank, you are back to the same problem. Fannie 
May is either going to lend money it gets from the runoff of its port- 
folio or it is going to float, as it did, 500 or 300 million dollars—I for- 
get the exact amount—in 3-year short-term obligations to buy mort- 
gages with, and they sold them to the commerci: al bs anking system pri- 
marily. That is where the money came from. 

Now, if Fannie May is going to step up that program, it is going 
to have to do the same thing. So it is going to have to be in exactly the 
same position the commercial banks were for warehousing loans or the 
Federal Home Loan Bank System was for making advances to its 
members. The only way a central bank can operate is to either sell 
its bonds to the public, which means it is tied to the capital markets, 
or it can do like the Federal Reserve, which is to, in effect, print money, 
and it seems the weakness of Fannie May is that Fannie May is trying 
to work a central mortgage bank on the principle of borrowing money, 
not on the principle of printing money. 

Mr. McDonoven. In other words, you are saying the way it is oper- 
ating now it is a central mortgage bank. 

Mr. Wetuman. It is a central mortgage bank, with the difficulties 
involved in operating a central bank, where you have to go to the 
public and borrow on the money. Most central banks, when you speak 
of a central bank, really there can be only one central bank in a coun- 
try, because the country gives that central bank the power to pri 
money, in effect, on a fractional reserve system, so Fannie May is 
always going to be in the position of having to borrow its money, and 
it is always going to borrow its money to buy mortgages, and it is 
eoing to be used primarily in those periods of time when its price is 
higher or lower, depending on how you want to look at it; but when 
its ante is better than the normal market, that is when Fannie May 
always works. It is the way it worked in 1950. That is the way it 
works now. That is why it is running so far ahead right now. 

Mr. McDonoven. You made a good statement on Fannie May to 
the committee during 1954, I think it was, last year. Can you briefly 
tell this committee what your promise was then / 

Mr. Wetiman. My theory was to use Fannie May primarily as a 
warehousing device for a 2- or 3-year period to cover that aes not 
covered by commercial-bank warehousing. 

I am a little concerned about Fannie May being a direct buyer of 
mortgages, because what it generally ends up doing is buying mort- 
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gages at the wrong price and selling them at the wrong price, and it 
gets locked in. 

Mr. Rarns. It is an outright buyer, more or less. 

Mr. Wetiman. That is right, and I believe you can’t operate a 
central bank where you have that peculiar characteristic that it has 
to borrow on its money, then also acts an as outright buyer. In other 
words, I believe that Fannie May should operate primarily the way 
the Home Loan Bank System operates. We want to borrow some 
money from the home-loan bank to make loans. We borrow it. If 
the price of those loans goes to 80 cents on the dollar, we still have 
to pay the loan back. The risk of market changes in the quality or 
price of that security is on the lender. It is not on the Home Loan 
Bank System. The way we have it now, we have moved the risk 
of price changes from the seller to the central mortgage bank, and 
I don’t think that is sound. 

Mr. Ratns. Mr. O'Hara? 

Mr. O’Hara. Mr. Wellman, did I understand you to say that in 
case we had had a highway construction program and an educational 
construction program this last year, home construction would have 
been in a bad way because of the lack of financing ? 

Mr. Wetitman. That is right. 

Mr. O’Hara. Many of us anticipate that the 2d session of the 84th 
Congress will provide for very elaborate highway construction and an 
educational construction program. Is it your conclusion that if that 
should be done, home construction would be in a bad way ? 

Mr. Wetiman. That depends on what is going to happen in a 
lot of other sectors of the economy. If you have everything operating 
as it is today, and you pile on top of that highway and some of these 
other things, then I would say we should keep the FHA and VA 
term requirements on and keep the volume of residential construction 
down. if we think that we are going to have easy money in 1956, 
then I say we should be lifting the terms now, because this is a 12- 
month process. In other words, I think in January of 1955 they 
should have put the controls on, when they started to tighten money 
with the Federal Reserve, instead of waiting until the horse was gone 
out of the barn and over the hill. 

Mr. O’Hara. Our committee is merely seeking to get advice and 
counsel and anticipating that there may be a highway construction 
program and an educational construction program next year. We 
apreciate getting your thoughts as to how the situation might develop. 

Mr. Wetiman. I think also you will probably pass a tax-cut bill, 
which will have a tremendous effect on this problem. I think, Con- 
gressman, you raised a very important problem. Housing has to be 
considered in connection with these other aspects of the economy. You 
just can’t cut off and build a great big fence around housing. 

Mr. Asniry. Following your line of thought, do you think it would 
make a difference as to how, for example, the Federal highway system 
was financed, whether by user tax or by bond ? 

Mr. Wetiman. I think it would make a difference, yes, because 
you are tapping different markets, depending on what method you 
use. If you are taxing, you are getting at the average fellow who is 
out in the street earning a salary, and if you are selling bonds to 
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finance it, then you are involved again in this long-term investor 
savings capital market. 

Mr. Asutey. Exactly. 

Mr. Wettman. So I would say how the highway program is financed 
is a very important aspect of its relationship to housing. ' 

Mr. Asuiey. And according to your very well thought out ideas 
which you have presented to this committee, it would appear that 
you would favor, if this isn’t being too presumptuous, some sort of 
a user tax which would free the market, as it were, the bond market, 
which wouldn’t restrict the bond market for activity such as housing 
and other matters ? 

Mr. Wetiman. I think the Democrats had the edge on the highway- 
financing program. 

Mr. Rains. We had a hot problem with it, I will tell you that. 

Are there any other questions, gentlemen ¢ 

Mr. Wellman, we could spend the day with you. Of course, we 
will expect you to come back to Washington when we get set for more 
extensive hearings on these subjects. Weappreciate your very intelli- 
gent presentation and spending the time to come to give the committee 
the benefit of your views. 

Mr. WetitmAn. Thank you, sir. It was a pleasure. 

Mr. Rarns. Thank you very much. We appreciate it. 

Ma. George M. Eason. 

Come around, Mr. Eason. 

Mr. Eason, just for the record, please identify yourself and then 
you can proceed in any manner you desire. 

Mr. Eason. George M. Eason, president, Standard Federal Savings 
& Loan Association. 

Mr. Rains. All right, Mr. Eason, you may proceed. 


STATEMENT OF GEORGE M. EASON, PRESIDENT, STANDARD 
FEDERAL SAVINGS & LOAN ASSOCIATION 


Mr. Eason. Gentlemen, in order to give you a clear picture of the 
housing condition in southern California, there is attached hereto 
a copy of the current reports for the third quarter of 1955 of the 
Residential Research Committee of Southern California. 

The residential research committee includes banks, savings and 
loan associations, mortgage bankers, builders, building-materials 
companies, property owners, public utilities, realtors, retail stores, 
title companies, and governmental agencies. The report covers the 
counties of Los Angeles, Orange, Riverside, and San Bernardino. 
In order to save your time in going over this report, I would like to 
draw your attention to particular parts of it which will give you a 
quick analysis of its contents. 

On page 5, Residential construction, housing starts declined in 
the third quarter in both Los Angeles and Orange Counties to levels 
below year-ago figures. This is the first decline since the beginning 
of 1954 and shows 22 percent from the second quarter in Los Angeles 
County, and a 32-percent decline in Orange County. 

Under Finance, it shows that FHA applications for insurance 
on proposed construction in the T-county area were down 11 percent 
over last quarter. 
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VA requests for appraisal from 11 counties dropped sharply by 
44 percent, however foreclosures in Los Angeles County declined 12 
percent from last quarter. 

An index of building costs, using 1940 as equal to 100, shows a 
slight increase during the year with March at 253.97, June 259.78, 
and September 261.22, as also shown on the chart on page 21. 

To compute the vacancies, they have taken the records of idle 
meters of the water-power department of the city of Los Angeles 
and the Southern California Edison Co., which shows the city of 
Los Angeles with a vacancy ratio of 2.8 percent and the county of 
Los Angeles at 2.6 percent. In Orange County there was a favorable 
decrease from 3.2 percent to 2.5 percent. 

On page 9, a chart in the lower right-hand corner shows a slight 
decline in building permits in San Bernardino County and an increase 
in Riverside County. 

Page 12 shows FHA applications for insurance down and VA 
applications for appraisal down sharper. 

Page 15 gives the ratio of idle to installed residential electric meters 
in Los Angeles and Orange Counties. You will note that Los Angeles 
City is down slightly but not significant. 

Page 17, the gap between the dotted line and the solid line represents 
new homes since the dotted line represents old meters. This indicates 
that the Covina area has 2,400 homes unsold and the Lancaster area 
582 unsold. 

Mr. McDonoven. Which is further away from downtown Los 
Angeles ? 

Mr. Eason. Lancaster. 

Mr. McDonoveu. How many miles is it from Lancaster to down- 
town Los Angeles ? 

Mr. Eason. Wetry tosay 50. That puts us within the 50-mile limit. 

Page 20 shows new homes with electric meters that have never been 
in operation. This chart shows homes unsold outside of the major 
cities of the two counties. The Los Angeles County indicator repre- 
sents about 1144 months of sales. The Orange County indicator is 
better, with about 1 month’s backlog. 

Page 24 represents idle meter ratios for dwelling units in multiple- 
family structures, showing a decrease in the city of Los Angeles proper, 
the San Fernando Valley served by the Los Angeles water and power 
department and a slight increase on meters of the Southern California 
Edison Co. in the areas of Los Angeles and Orange Counties, which 
is not serious. 

Page 25 shows a slight increase in the asking price for single family 
dwellings up to the third quarter. 

Page 28 shows the climb in all money rates in 1955. 

Page 59 shows the tentative tract filings in Los Angeles City and the 
unincorporated areas of Los Angeles County. Since this report, filings 
in the city of Los Angeles for the month of October were 2,626, being 
the highest month since March 1955. 

Pages 48 and 49 give the real-estate loans made and held by insured 
savings and loan associations in Los Angeles and Orange Counties. 

Page 51, real-estate loans held by banks: This covers the city of Los 
Angeles only. . 

Page 54 shows a decline in foreclosures and deeds in lieu of fore- 
closures, in Los Angeles, Orange, and Riverside Counties. 
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With these figures before you, you can see that Los Angeles and 
surrounding counties have an inv entory of not to exceed a 60- -day sup- 
ply of housing and with the influx of people to southern California, 
which is estimated at 25,000 per month, the housing situation as to 
sales is in a fairly healthy condition, with the buyer having a choice 
of various houses to select from in place of being in the position that 
he was in just a short while back of having to take the first house he 
found for sale. 

The recent order of the Federal Home Loan Bank curtailing credit 
will seriously affect future tract development. In this type of work 
a builder must have a commitment 6 to 8 months in advance so that 
he may go ahead with the purchase of the property and make the 
improvements necessary before construction can start. Under the 
present plan, where we must figure on cash receipts, it is rather dif- 
ficult to calculate that far in advance. It would seem to us that in 
place of cutting off all credit with the exception of commitments al- 
ready made, that a more workable plan would have been to reduce 
the amount of credit that.an association would be permitted to use. 
Prior to the recent order, an association could calculate on using 50 
percent of their line of credit. Had this been reduced to 25 percent, 
15 percent or even 10 percent, we would have some defnite figures 
to work on. In order to satisfy the demand for housing in this area, 
tract development is very necessary in order that people may buy 
homes in a properly developed area at a price they can afford to pay 
and on terms commensurate with their earnings. There is an efli- 
ciency in tract development that cannot be obtained by the small con- 
tractor building a few houses at a time. 

A check made on a pilot group of savings and loan associations 
in California shows a drop of 16 percent in loans made in the month 
of October. 

There is attached hereto a portion of the savings and loan associa- 
tion law of the State of California which permits State-chartered as- 
sociations to invest in real property up to 5 percent of its total assets 
or an amount equal to the sum of its capital surplus, undivided profits, 
loan reserve, Federal insurance reserve and such other reserves as 
they may have, whichever is the lesser, which permits them to assist 
small contractors who are not in a position to buy and improve a tract 
of land similar to those worked out by the tract developers. There 
are many States in which State-chartered associations are permitted 
to do this, and it would seem to us in southern California that Federal 
associations should also be permitted to invest in real property up 
to a percentage of their assets in order to maintain uniformity and 
assist small contractors. At least this should be permitted in States 
where State-chartered associations are privileged to do so. 

I wish to thank the committee for this opportunity of appearing 

before you to present at least a part of the picture of housing in south- 
ern California. I trust that some of this information will prove help- 
ful to you in the recommendations you will make to your committee 
as a whole. 
_ Mr. Rarys. Mr. Eason, we want to thank you for appearing. It 
is a very fine, factual statement. All of these facts and figures you 
give us ‘about Los Angeles will be of benefit of course in arriving at 
the conclusion of whether you are at the saturation point. 
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From your figures, it looks like you are not. The thing I want 
to ask you about first is the recommendation that you made about 
tract development. We had such an amendment that was considered 
in the last act, the Housing Act. As I understand your statement, 
State-chartered savings and loan associations are not so restricted in 
that field as are the Federal savings and loan chartered ones, is that 
right? 

Mr. Eason. That is correct. 

Mr. Rarns. Now, just tell us plainly where you are hog-tied with that 
regulation, and what good would be achieved by removing it out of the 
Federal Savings and Loan Act. 

Mr. Eason. Well, we are not permitted to buy tracts. We are per- 
mitted to finance them. 

Now, the State associations, they can go out and buy a piece of land 
and improve it, streets, sidewalks, curbs, sewers, and then dispose of 
it in small portions to their smaller contractors and give them an ad- 
vantage that is only obtained now by the large tract developer. 

Mr. Rarns. Of course this is not our individual viewpoints, but the 
amendment was turned down at this session of Congress, and I think 
it was done because there is the feeling that it might be a means whereby 
the depositors in the Federal savings and loan, that their deposits 
might become endangered if they were allowed to become tract 
developers. 

What do you think about that? Is there any danger to the investor ? 
In other words, is it safe business for the savings and loans to develop 
these businesses ? 

Mr. Eason. As long as you hold it down to a certain percentage 
of their assets, it is safe. 

Mr. Rartns. Would you be willing to recommend the percentage that 
it be limited to? 

Mr. Eason. I would recommend the same that the State savings and 
loans have now, which is 5 percent. 

Mr. Rains. Five percent? 

Mr. Eason. Yes. You have a copy of the act with your papers, sir. 

Mr. McDonoven. That would be 5 percent of the reserves? 

Mr. Eason. Five percent of the total assets or an amount equal to 
the reserves, whichever is the lesser of the two. 

In other words, if an association were operating on low reserves 
of less than 5 percent, they would be limited to that amount. 

Mr. McDonoveu. Well, I made the proposal to the committee, and 
the committee didn’t see fit to adopt it in the last housing act. Mr. 
McAllister, however, the Chairman of the Home Loan Bank Board, 
favors it. I think he was in favor of up to 25 percent of the reserves 
that might be used for that purpose. 

Mr. Rarns. I don’t remember. 

Mr. McDonoven. It seemed to me to be higher than 5 percent. 

Mr. Eason. Five percent of the assets or the amount of the reserves, 
whichever is the lesser. 

Mr. McDonovan. I see. 

Now, as Mr, Rains said, you don’t think that would make your 
depositors feel ‘that their security was not as sound as it is now? 

Mr. Eason. It has not had that effect in State associations. 
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Mr. McDonoven. Now, what do you say would be the minimum? 
I proposed a tract of land not more than 25 acres. Is that too big? 

Mr. Eason. If I had to vote on that, I would have voted “No. 

Mr. McDonoveu. Is that too big? 

Mr. Eason. It istoosmall. You cannot define it or regulate it as to 
size of tract. You have to base it upon the assets and reserves of an 
institution. 

Mr. McDonoven. Well, George, when I proposed it, they said 25 
acres was too large. They said that was putting the developer into a 
tract of land that would be competitive with a large developer to some 
extent and therefore it should be limited to a few lots. I have for- 
gotten what was proposed, exactly, but it was a very small program. 

Mr. Eason. Well, a small deal of that kind would be useless as far as 
I can see. 

Mr. McDonoven. Well, I wish you would give a little thought to 
that and send to the committee your views as to the amount of reserves 
that could be used for that purpose, the percentage of the reserves, and 
the size of the tract, so that we will have something that will not be 
competitive with the large tract developer. 

Mr. Eason. In a Federal savings and loan association, we have an 
exemption to loans of 15 percent of our total assets. Now, if we were 
allowed to use one-third of that, or 5 percent, I think that would be 
reasonable amount. 

Now, as to the size of the subdivision, that would depend upon the 
locality. 

Mr. Ratns. And the cost. 

Mr. Eason. Yes, but it would depend upon the locality in which the 
association was located. 

Now, we have handled many deals of five and six hundred houses, 
and gone through very nicely with larger developers. But the small 
man has no chance at all. 

Mr. Rains. Mr. O’Hara has a question. 

Mr. O’Hara. Mr. Chairman, I would like to clarify the record a 
little bit, and refresh the memory of my colleagues on the Banking 
and Currency Committee. 

I was very much interested in this because our savings and loan 
people in Chicago were interested in it. The matter came up before 
the committee and the spokesman for the national association decided 
not to press the recommendation at the last session and the matter 
was referred to this subcommittee. 

You remember, Gordon, you and I were advocating that. You were 
interested in it here in California and my people were interested in it 
in Chicago. But the spokesman in W ashington did not push the recom- 
mendation, didn’t present it, as a matter of fact. 

Mr. Rarns. It was a specific referral to this committee. 

Mr. O'Hara. Yes. 

Mr. Rarns. Of course there has been some opposition there. I have 
had it from Mr. Cole and several more. We appreciate your bring- 
ing that up here, and we will appreciate any more supporting data, 
because this is something we are charged with specifically. 

You might furnish that data for the record. I don’t see anything 
too serious about it, and I don’t think the committees do generally, 
but we have to look into it and any support or resolutions you have, 
send them in to Mr. Poston. 
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Mr. Eason. I imagine when the national organization pulled back, 
it was about the time the fight was coming up on the independence of 
the Home Loan Bank Board. 

Mr. O’Hara. They wanted to concentrate their effort in one direc- 
tion. 

Mr. Eason. Yes, to get one item through and be sure of it rather 
than losing two 

Mr. McDonoveu. I remember when I put the question to Mr. Mc- 
Allister, the Chairman of the Board, and he favored it. But Mr. 
Cole immediately said he was opposed to it. 

Mr. Eason. Well, there are several States. California is not alone. 
The California State-chartered institutions are not alone in being 
permitted to do this. Many of the States do at the present time. 

Mr. Rarxs. Any other questions, gentlemen ? 

We would like to talk longer with you, but I see other witnesses 
here. 

We appreciate your coming, Mr. Eason. 

Mr. Eason. Thank you very much. 

Mr. Rains. We appreciate your cooperation with the committee 
here. 

Is Mr. Burns here? 

The next witness is the Rt. Rev. Msgr. Thomas O’Dwyer. 

Monsignor, have a seat, please. 

Identify yourself for the record, please, and then you may proceed. 


STATEMENT OF THE RT. REV. MSGR. THOMAS 0’DWYER (TO DISCUSS 
SLUM CLEARANCE AND URBAN RENEWAL) 


Monsignor O’Dwyer. Mr. Chairman, members of the committee, 
my name is Rt. Rev. Thomas J. O’Dwyer. My position here in this 
area is director of department of health and hospitals for the arch- 
diocese of Los Angeles. 

Mr. Chairman, ‘and members of the committee, I h: appen also to be 
chairman of the California State Housing Commission, that is, the 
commision appointed by the Governor of California. It has been in 
business since 1913 

For several years I have been a member of the commission on hous- 
ing here, and at present I am acting as chairman, and in that capacity 
1 have presided at many regional meetings up and down the State of 
California in which building officials, and mayors of cities, and mem- 
bers of boards of supervisors, fire chiefs, and others, have reviewed 
with us the housing problems within their areas, and you have been 
discussing here the past 2 or 3 days a large building program. 

We have been discussing some of the fundamentals that go into 
building, some of the reasons why we have substandard housing in 
California, and throughout the Nation. We have been concerned 
about the fundamentals, building codes, and zoning regulations, and 
city planning, and county planning, and State planning. 

Of course, in more recent years, gentlemen, throughout the Nation 
I guess we have given more attention to these basic things as related to 
housing. For that reason perhaps we will have fewer slums in the 
next 10 or 20 years. I think the reason for the existence of our sub- 
standard units in California and elsewhere is because we have given 
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very little attention throughout the last 50 or 75 years or 100 years to 
this planning and to the observance of the housing codes and zoning 
ordinances. 

I don’t like to repeat what has been well said here in the past 2 days 
before your committee. We have had a great deal of discussion in 
this area about housing in recent years, and we have the problems of 
substandard housing in our area of slums; they were revealed by the 
Federal Census Bureau, which operates under your direction. ‘These 
officials came and gave us facts and figures about that. Since that 
time we have been attempting to do something about the problem 
within our cities. 

I understand you gentlemen have visited many of our new projects 
out and around the city and county of Los Angeles, and you have been 
impressed by the new developments i in this area, probably the largest 
in any part of the Nation. But I am wondering if you have been 
looking over the situation in the central section of our city, one of the 
large c sities of the Nation and the attempts the at we are making here to 
rehabilitate the central areas and other areas 

Mr. Ratys. Are you referring to places like Skid Row and Bunker 
Hill ¢ 

Monsignor O’Dwyrr. Yes. 

Mr. Rains. We have been to see them. 

Mr. McDonovucn. We have seen them, and Mr. Morris was in this 
morning and gave us an extensive review of his offices. 

Monsignor O’Dwyer. As chairman of the State housing commis- 
sion, I have had to commend the city officials in Los Angeles, San 
Francisco, and elsewhere for their efforts to enforce the existing codes 
and ordinances, and here in Los Angeles, in recent years I think the 
city officials are making an earnest effort to correct the conditions that 
are existing here and to remind the owners of these properties of their 
duties and responsibilities to correct these conditions. I think that in 
the past we have perhaps been too lenient with these people who own 
these properties. It has been very costly from the standpoint of the 
city treasury to give the people all that is required for these substand- 
ard areas, so I do want to commend publicly the efforts made by the 
city departments here in an attempt to eliminate these substandard 
areas. 

Several years ago we adopted the Urban Redevelopment Act in the 
city, and then, of course, the act itself went through all of the courts 
of the State and the Nation, and I guess it has been fully tested and 
approved by the supreme court, so now on the local level we can and 
should take advantage of the legislation that is on the statute books 
in the city and in the State and on the Federal level. 

But you have been pointing out that the responsibility rests within 
the communities under the Housing Act as it is today, with all of the 
amendments of 1953, 1954, and 1955. You have made provision for 

various aids, all types of aids to cities and communities, but you have 
insisted—and I think rightly so—that the cities themselves must have 
a clear-cut workable program within the city itself. In other words, 
the city must assume the responsibility. It must have an agency 
that has the support of the administration. It must have also provi- 
sion for the housing of persons who may be dislocated because of 
redevelopment or slum clearance or highway construction or for some 
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other reasons. So that is why you will find in many cities a problem 
of delay in taking advantage of all of the Federal aids now made 
available through the amendments of the Housing Act that you have 
supported here in recent years. 

o I as a citizen here have tried to do my share in encouraging our 
local city administrators, I mean in small cities as well as in big cities, 
to do their part. 

Mr. Barrerr. Monsignor, do you think we have a sufficient number 
of public housing units in southern California ? 

Monsignor O’Dwyer. In certain parts of the State, yes, we have. 
We have, of course, some new public-housing units available. We 
have, of course, 50,000 or more substandard housing units in this area 
at this time, and we should be doing like St. Louis and Chicago and 
other cities. We should have a 10-year or 20-year program of elim- 
inating these, and as we do so, we are going to find the need for public- 
housing units to care for these families in that transition period. 

Mr. Barrerr. Do you have an idea of just about how many you 
would need in this 10-year period ? 

Monsignor O’Dwyer. It is difficult to estimate at this time. In the 
present economy, Congressman, we have a fairly high income range 
among our people with full employment. That situation may change, 
and if it does change, naturally it will affect the ability of persons to 
go out into the market and purchase these homes as they are doing 
today. Veterans and other wage earners are going out into these 
Jarge new communities and making downpayments and continuing 
their payments in these new homes. 

Mr. McDonoveu. Do you anticipate any recession that would bring 
that condition about? 

Monsignor O’Dwyer. No; unless there is a recession in the overall 
employment field. If there is, there may be a considerable recession 
in entering into new homes and making of downpayments and keeping 
up payments. 

Mr. McDonoven. Well, the kind of people that can do that wouldn’t 
need any public housing anyway, would they? 

Monsignor O’Dwyer. There is of course a certain percentage of the 
population in the low-income brackets, and we have these semiskilled 
and unskilled persons in our economy, we have them in all avenues 
of employment, and we have the figures and you have the figures and 
everyone else has them, as to their annual income, and the question is 
whether or not these people can go into these new housing tracts and 
purchase these units and then there are several restrictions yet among 
minority groups. We still have that unsolved problem in many of 
these new tracts that minority groups do not have the same oppor- 
tunities as other persons. That picture is changing somewhat. 

Mr. McDonoven. On that particular score, Mr. Mosely Jones was 
before the committee this morning, and he said there is no restriction 
as far as any money loaned by his institution concerning racial or 
minority groups; that the only restriction is the inability of the per- 
son’s credit standing, and he says if his credit is good, he is loaned the 
money. 

Now, I think if that yardstick is applied by the other lending insti- 
tutions here, there should be no problem on minority groups to get 
into tracts. There is no racial restriction here. 
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Monsignor O’Dwyer. That has been stated many times by the lead- 
ers of these lending groups, Mr. Chairman, and I believe honestly and 
sincerely these statements have been made by bankers and directors of 
these loaning associations, but nevertheless the problem is with us, as 
we look over the field, and we find that these minority families are 
not getting into these new tracts. 

Of course, other attitudes remain, too. We have to face neighbor- 
hood attitudes and maybe public opinion in certain areas, and other 
problems along the way. I am not putting the blame on the heads 
of loaning institutions or agencies, but I am just calling attention to 
the fact that these minority families, families of minority groups, are 
not getting housing in the same percentage. I am not sure it is always 
an income problem. I think there is something more than a mere 
income problem involved. I know that is an educational problem. 
Perhaps over the long pull that position will change, but the problem 
is still here. 

Mr. Ratns. Any questions, gentlemen ? 

It is nice to have you come and see us, Monsignor. We have other 
witnesses. We wish we could listen to you talk longer. 

You made a very excellent statement. 

Monsignor O’Dwyer. Thank you. 

Mr. Rarns. Has Mr. Burns come in yet ? 

Are you Mr. Fritz Burns? 

Mr. Burns. Iam Mr. Fritz Burns; yes. 

Mr. Rains. We are very glad to have you, Mr. Burns. 

When Mr. Poston was out setting up this committee hearing, he 
made an attempt to find you, but you were in Honolulu, we hear, and 
you just returned today, is that correct 

Mr. Burns. I returned a few days ago, but I have been in Oakland, 
since. 

Mr. Rarns. It is nice to have you. 

We have only a very limited time. Identify yourself and proceed 
in any manner you desire. 

Mr. Burns. Thank you. 


STATEMENT OF FRITZ BURNS, VICE CHAIRMAN, AMERICAN 
COUNCIL TO IMPROVE OUR NEIGHBORHOODS 


Mr. Burns. I appreciate the opportunity of having a few minutes 
here on what I realize is short notice. I had not intended to make an 
appearance. 

[ have spent considerable time on slum clearance and rehabilitation 
programs in the past 10 years as chairman of the Build America Bet- 
ter Council, and presently as vice chairman of the American Council 
To Improve Our Neighborhoods, that is, the so-called action move- 
ment. 

I did find in looking at the morning paper that there was an opinion 
apparently existing in high circles, at least from a citizenry standpoint, 
that urban redevelopment is something that more or less pays for 
itself, and I felt that this is a fallacy that certainly deserves correction. 

The particular statement that I noticed in the morning paper was 
that a suggestion that Congress make provision so that the Federal 
Government could advance the one-third cost now borne by cities in 
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acquiring slum areas for redevelopment as a loan to be repaid from 
increased taxation resulting from the improvements. 

It states further, cities currently are not in financial position to 
assume these obligations, and voters are reticent to approve bond 
issues for that purpose. 

Mr. McDonoven. That statement was made by Mr. Bennett yester- 
day, I believe. 

Mr. Burns. By Mr. Sesnon, according to the newspaper. 

Mr. Apponizio. Mr. Bennett also, I believe. 

Mr. McDonoveu. Mr. Charlie Bennett also went into that in his 
testimony before the committee yesterday. 

Mr. Burns. I think, gentlemen, it is a very crucial point. It seems 
very logical. It is the basis on which a great deal of this legislation is 
predicated, and whereas I don’t consider myself to be a student of 
economics, yet vou can’t be in this business all of your life without a 
certain amount of that rubbing off on you. 

I felt this: This appeal to the Government for more aid on the part 
of Mr. Sesnon and possibly others was rather contradictory to the 
paragraph that I also saw in the paper this morning attributed to 
Secretary Humphreys in which he says the success of our economy 
depends not upon Government but upon the efforts of all of the people, 
all trying to do a little more for themselves, trying to better them- 
selves, and their loved ones. 

Mr. Rarns. You realize, of course, you are about to lead us off, with 
a very brief time now, into a discussion that we don’t all agree on. 

So let’s get it down to brass tacks. 

Mr. Borns. O. K. 

Well, this statement that voters are reticent to approve bond issues 
and therefore the Federal Government should impose this indebted- 
ness upon the city through a Federal loan which the citizens then 
would be forced to pay back through taxes is the point that I would 
like to address myself to. The solution that these taxes would be 
paid back through increased taxation is rather naive for anyone who 
understands the economics of real-estate taxes. Taxes are paid by 
people, not by buildings. Naturally, if you build more high-rent 
apartments in multiple stories on a particular lot, you get more taxes 
from this lot. But it is a fact that these same high-rent payers, living 
in some other high building elsewhere in the city, either were or could 
have been making an equal contribution to the tax rolls by way of 
their landlord, of course. 

The overall tax receipts of a city are not increased because you shift 
high buildings and high rents from one lot to another or from one 
block to another. 

Frankly, in my opinion, there is no shortage of high-priced apart- 
ments in Los Angeles. By “high-priced” I mean anything that is sub- 
stantially above the average monthly rent now being paid in the city. 

We must remember that taxes are paid by people either directly or 
indirectly through their landlords. There are certain people that 
directly or indirectly pay more taxes than what they consume in the 
city services. On the other hand, we have many families which rep- 
resent a tax deficit to the city in that they require and consume much 
more city services than the total amount of taxes which they pay di- 
rectly or indirectly. These are the typically low-income families. 
That is the reason why low-income rental areas show tax deficits. 
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There is nothing in this urban redevelopment program which enables 
the low-income families in our city to pay more taxes. There is noth- 
ing that indicates that there will be more people living in high-rent 
apartments. Therefore, to presume that a city can increase its tax 
income and assume an indebtedness merely because it builds high-rent 
apartments and high taxpaying apartments in one area and shifts the 
low-income families to another area of the city is fallacious. 

If cities are going to assume a debt, it should be with the knowledge 
and consent of the citizens. If this debt is to be paid off, it might be 
paid off either by increasing taxes or by reducing the amount of money 
spent on those families which represent tax deficits. It could well be 
worthwhile to citizens who take pride in their city and in their re- 
sponsibility to their fellow citizens to wish to assume an additional 
indebtedness and pay it back out of increased taxes, but it must be 
remembered that the only source of these increased taxes 

taxpayers. 

The number of tax deficit families would not be changed. It would 
merely mean that these people live in another part of the city. 

Mr. McDonovueéu. In better conditions than they lived before. 

Mr. Burns. If you had a law-enforcement program working hand 
in hand, yes, but to take the Bunker Hill area specifically, which is a 
comparatively small area, I think probably there are a couple of hun- 
dred buildings involved in a city where reportedly we have over 50,000 
substandard dwellings, to merely rouse them out of this area and inject 
them into some other area is not the answer, in my opinion. It is 
merely scratching the bis oe and it is of completely no avail unless 
in the vast area, the area where the other 50,000 dwelling units are, 
you have a real abliddion in the form of a law-enforcement program. 

Mr. McDonovueu. Well, now, at that point Mr. Morris has been 
before the committee. He has taken us around and shown us these 
substandard areas. He has shown us motion pictures and slides and 
every instance he has informed the committee that he is enforcing 
the building and safety codes and the sanitary codes, and that they 
ure improving the living conditions of people that were living in those 
quarters before. 

And we also were informed that all of the people that were moved 
out of the Ann Street project were housed in better quarters than they 
— in before they were moved out of there. 

I don’t presume that you are saying that the urban redevelopment 
doesn’t provide better housing for the low-income group than they 
had before, are you? You are not saying that, are you ¢ 

Mr. Burs. I don’t think that the urban redevelopment program in 
terms of this specific project of Bunker Hill, I am saying in specific 
urban redevelopment projects I don’t think it provides any low-income 
housing at all. 

Mr. McDonoveu. But it provides better housing for the people now 
living in Bunker Hill when they are moved into another area. 

Mr. Apponizio. Plus the fact that it gets rid of a large slum 
You are not against that program, are you‘ 

Mr. Burns. I am against the idea of focusing millions of dollars 
in a comparatively small area for the purpose of tearing down hous- 
ing that could be rehabilitated and absolutely accomplishing nothing. 


is from 


area. 
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Mr. Apponizio. Well, the housing in there that can be rehabilitated 
will be, those that can meet the standards of the community. 

Mr. Burns. I favor rehabilitation. 

Mr. Apponizio. Well, that will be done in certain instances. 

Mr. Burns. Yes. I think there is a loss of emphasis in this pro- 
gram. I think the emphasis gets focused on the idea of huge monu- 
mental structures concentrated in spectacular areas, let us say, with 
the vast job, the program of bringing up to standard all of the sub- 
standard houses throughout the city being deemphasized. 

In this city we are fortunate because we have a man like Gilbert 
Morris, and he has been doing some good work. I would say that 
last evening's paper had two articles side by side. One says, speak- 
ing of the Bunker Hill project, loans of $33 million, and the city put- 
ting up $7 million, and so forth, and so on, and on the same page 1 col- 
umn over, the building and safety commission ordered 3 more skid-row 
buildings demolished by the owners. One was a 3-story, 30-room 
hotel. One was a two-story structure, and so forth. 

Mr. McDonovucu. Then for my information and for the other 
members of the commmittee, if they are in the same frame of mind 
I am, you favor the rehabilitation of the entire area by building 
code enforcement rather than to focus it on slum areas in spotted 
areas of the city, of the whole city, is that right? 

Mr. Burns. Well, I will say this: I don’t know of any slum build- 
ing in this city which could not be remedied, rehabilitated or demol- 
ished by the owner if the law were enforced. 

Mr. McDonoven. You believe in the overall picture all over the 
city in enforcing the code rather than to emphasize it in some particu- 
lar area such as Bunker Hill and Ann Street and Temple Street? 

Mr. Burns. That is right, sir. 

Mr. Barrerr. Mr. Burns, do any of the other 8,200 occupants in 
Bunker Hill think the same as you? 

Mr. Burns. I am sure that the Bunker Hill occupants, the tenants— 
well, I am sure that there are some that think that way. I think the 
majority do. In fact, I think that the Bunker Hill people as a 
whole are not in favor of this program. 

Mr. Barrerr. Let me ask you this one question :° 

Have you at any time made a survey as to how they feel? 

Mr. Burns. No; I have not made a survey. There is a Bunker 
Hill group that I understand would like to come before this committee. 

Mr. Rarns. This is strictly a local matter. It doesn’t make any 
difference to a congressional committee of the United States Con- 
gress. We are trying to find out what is wrong with the Federal 
slum-clearance law, and we would like those viewpoints, but about 
whether the city of Los Angeles is going to build at Bunker Hill or 
Ann Street, that is strictly a local problem, and we could be at that 
for 6 months. 

You raise an entirely different philosophy on slum clearance from 

that of most people I have heard, so if you stick to that instead of 
taking us on a sidetrack, it would be helpful. 
_ It sounds to me that you don’t believe in the basic concept and 
intention of the Federal slum-clearance law, which was to clear 
slums. Do you agree with that theory, that that is a good govern- 
mental function and that the Federal Government, in connection 
with the city government, should clear slums? 
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Mr. Burns. I certainly am in favor of clearing slums. 

Mr. Rats. It sounded to me like what you wanted to do was redo 
them over, make them modern and nice. That would be too expensive 
for the Federal Government. 

Mr. Burns. It need not cost the Federal Government anything to 
that extent. I don’t believe in going to that extent. What I mean is 
you can rehabilitate houses, buildings, at the expense of the man that 
owns them. I believe that the ownership of property is a right and 
a privilege, and with it goes a responsibility. The fellow that owns it 
has got to take care of it. 

Now, I think I can answer what you are asking. With respect to 
redevelopment, there may be—I couldn’t put my finger on one specific 
one in this city, but there may be certain slum areas, certain pockets, 
where nothing less than acquisition by the Government under the r ight 
of eminent domain would do the job. 

Mr. Rats. I am thinking of those places in other cities. I don’t 
say I have seen them here, but we have to look at it from a national 
viewpoint. 

Mr. Burns. I believe there should be a very direct relationship be- 
tween this so-called workable plan and the expenditure of these huge 
sums of money. I think you will find that a law-enforcement program 
will bring into focus the real needs of a city. I think you will find 
that many buildings will be rehabilitated by the landowner, and many 
of those that are incapable of being rehabilitated, like these on our 
Skid Row—we are cleaning up a worse slum area in this city right now 
by law enforcement than Bunker Hill. 

Mr. McDonovenu. That is not a Federal problem. That is a local 
problem 

Mr. Burns. Yes, sir. 

Mr. McDonovuen. And you think that is the way it should be done, 
instead of the Federal Government going in and clearing up slums? 

Mr. Burns. I think there may be areas, slum pocket, is the term I 
like best-——— 

Mr. Appontzio. You are only talking about Los Angeles now, aren’t 
you, Mr. Burns / 

Mr. Burns. I have seen other cities where I still think that the 
ownership of the building—lI still think that the responsibility of 
maintaining that building or demolishing it rests with the property 

owner. I can’t talk for other cities. I do say that in this area the 
idea of jumping to a conclusion that a certain area should be com- 
pletely demolished and torn down and that the expense is going to be 
paid for by increased taxes is not correct. 

Mr. Apponiz1o. That is not the philosophy of the act that a complete 
area is demolished and torn down. They can rehabilitate those homes 
which can be rehabilitated. 

Mr. Burns. Then may I answer it this way: The rehabilitation 
phase of the program is being deemphasized. 

Mr. Apponizio. That is up to the local community. We can’t tell 
the local community how to do it. They submit a plan, and it is either 
approved or rejected. 

Mr. Burns. All right, then may I say this: I do not believe that it 
can be presumed—and this is what has stimulated my presence here this 
afternoon—it cannot be presumed that increased taxes are going to re- 








140 INVESTIGATION OF HOUSING, 1955 


pay the amount of money spent, the subsidy that is spent in an area, 
and if local programs are being redicated on that presumption, I 
take a diametrically opposed view for what it is worth. 

Mr. McDonoven. What about the return of the increase in taxes 
for the further rehabilitation of the city that is provided in the State 
law in the State of California? You know that if an area is im- 
proved and the tax revenue is increased, the tax revenue can be used 
to further improve the city here in the State of California. That is 
a direct benefit to the city. 

Mr. Burns. I think that is exactly what I am talking about. You 
don’t automatically get increased taxes just because—I mean in your 
overall city revenue you don’t automatically get increased taxes just 
because the apartment renters, who might have lived here, are now 
induced through subsidy to live over here. | Indicating. | 

Mr. Apponizio. You will agree with me, Mr. Burns, that when a 
slum area is eliminated, that of necessity you reduce the amount of 
services that have to be put into that area by the local community 
and therefore it is returned in tax dollars? 

Mr. Burns. I agree with just exactly what you said, sir, but I 
think that our opinion is different. When you say in that area, yes, 
but tax dollars are spent to service people, and when you take people 
and move them from this area over to this area, you still have to 
service those people, although the chargeoff may not be allocated to 
that particular block 

Mr. Apponizio. Fire hazard and everything else is lessened. 

Mr. Rains. You fly right in the face of statistics. We will take the 
city of Atlanta, Ga., which I know about as well as you know about 
this. In the center of the city of Atlanta there is a 7-mile total slum 
area. No one lives there except colored people of extremely low in- 
come. It is a disgrace to the community. The land on which that 
slum exists is the most expensive dirt in the city. You know what 
happened. Areas grew up around it and people moved out as they 
did here. Seventy-five percent of all of the dollars spent for fire pro- 
tection, law enforcement, control of disease, is spent in that 7 miles. 
Do you tell me if you clean that up that doesn’t help save tax problems / 

Sure, I see the indirect benefit. I can’t follow that. 

Mr. Burns. I would like to answer that question. 

If those tax dollars are spent for hospitalization, I think there will 
be just as many people in the maternity ward after you clean up the 
area 

Mr. Rarns. You are avoiding the question. It is spent for tuber- 
culosis because there are so many infected people in that area. 

Mr. Burns. I will agree to the extent you can save the servicing 
of people medically by improving their housing conditions, yes. 

Mr. Apponiz1o. One other point I want to m: ike j is, it has been testi- 
fied to here that there are about 25,000 people moving into the city of 
Los Angeles or southern California every month, and those people 
have to have some place to live, too. 

Mr. Burns. We have been the fastest growing area in the country, 
and we have had no problem—well, I w ill answer the question. 

We have always taken care of the influx of our people. We have 
more dwelling units per thousand population than we have ever had, 
so there is no failure on the part of private industry to provide hous- 
ing, and I will say whereas this is publicized as a private-enterprise 
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program, I would say that any builder in this city or any investor that 
wants to build an apartment house, and the apartment houses that are 
built in a subsidized area, will just simply offset the number that may 
have been built someplace else. 

Mr. Rains. Gentlemen, we don’t have further time. 

Mr. Burns, we appreciate your coming. I wish we had a whole 
afternoon to go over the varying opinions that we have, but our time 
is limited. 

Thank you very much. 

Mr. Burns. Thank you, sir. 

Mr. Rains. The next witness is Mr. Norman M. Lyon, director of 
FHA, Los Angeles. 

Come around, Mr. Lyon. 
Will you please identify yourself for the record, Mr. Lyon / 


STATEMENT OF NORMAN M. LYON, DIRECTOR, FEDERAL HOUSING 
ADMINISTRATION, LOS ANGELES 


Mr. Lyon. Mr. Chairman and members of the committee, my name 
is Norman M. Lyon. I am, and have been since 

Mr. Ratns. I assume you want to proceed with the statement you 
have and then this material which you have attached to your state- 
ment as exhibits can be submitted for the record ¢ 

Mr. Lyon. Yes. 

Mr. Rains. You may proceed. 

Mr. Lyon. My name is Norman M. Lyon. I am and have been since 
July 1, 1954, the director of the Los Angeles Insuring Office of the 
Federal Housing Administration. This office comprises under its 
jurisdiction the counties of Los Angeles (with the exception of a small 
portion at the south end of the county falling under the Long Beach 
office) and all of Riverside, San Bernardino, Ventura, Santa Barbara, 
Kern, Inyo, Mono, and San Luis Obispo. 

Prior to my appointment I was engaged in the general real-estate 
business since 1920, during which time at various periods I served on 
the board of directors of the Los Angeles Realty Board, the largest in 
the country, as a member of the board of directors of the California 
Real Estate Association, and as chairman of various committees of 
these associations, as well as the National Association of Real Estate 
Boards. 

I also had been a director, vice president, and member of the execu- 
tive committee of the Standard Federal Savings & Loan Association 
from 1939 until my appointment as FHA director, when I resigned 
from that position. 

At the outset of this statement, in order that your honorable com- 
mittee will have our opinion regarding the current housing situation 
in the Los Angeles area, may I say that it appears to be in a very 
healthy position. From our own daily observations and contact with 
building operations, we believe the demand for houses is keeping pace 
with the rapid rate of new construction, except in a few isolated spots, 
where some surpluses of unsold, newly constructed houses have been 
created. Voluntary reduction of the building volume by the builders 
in these areas, coupled with measures by the Veterans’ Administration, 
Federal Housing Administration, and mortgage lenders, have reduced 
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operations in these oversupplied areas to the point where the surpluses 
are being rapidly ued by the continuing demand generated by our 
growing population. Although vacancies, especially in multifamily 
units, are a little above a year ago, all indicators and sample spot 
surveys point to the fact that these vacancies are now decreasing. 

The Los Angeles metropolitan area is the fastest growing large 
metropolitan center in the United States. Since 1900 our popula- 
tion has jumped from 190,000 to over 5 million. Our current rate of 
growth exceeds 200,000 people per year—over a million every 5 years, 
and there is every indication that this phenomenal growth will continue 
in the foreseeable future. 

The building volume in the Los Angeles standard metropolitan area 
in 1955 will likely establish a new all-time high record. During the 
first 9 months of this year the total number of building units included 
in building permits was 87,252, compared with 77,850 during the first 
» months of 1954. 

Although the mortgage market presently has tightened somewhat, 
and lenders are selective in their operations, enough mortgage money 
is flowing into the area through accumulated savings and retirement 
of existing mortgage debts to assure enough funds in the mortgage 
market to maintain a building volume at or near its present high rate. 

Real-estate sales activity is also keeping pace with the rapid volume 
of new construction. In Los Angeles County deed recordings for the 
first 9 months of 1955 exceed by 15 percent the number recorded during 
the same period in 1954. And, incidentally, in neighboring Orange 
County the number of deed recordings exceeded this growth by show- 
ing a 55-percent increase over last year’s record level. 

In Los Angeles County the dollar volume of real-estate loans has 
doubled in the past 4 years, and the volume for the first 9 months of 
1955 was 28 percent greater than the same period of 1954. In Orange 
County the volume during the first 9 months of 1955 was more than 
double the volume for the same period in the previous year. The 
actual gain was 125 percent. These statistics seem to be in direct con- 
tradiction to the general statement of a relatively tight supply of 
mortgage money. Again it is emphasized that the tightness appears 
to be a relative term, only aggravated by an unprecedented demand. 
Likewise the fact that in this area building, particularly of groups of 
houses, requires planning for some time ahead and might mean that 
whatever stringency there may be in the mortgage money market now 
would not be reflected in a reduction of building, and therefore a 
dropoff of new construction FHA loan insurance applications, until 
4; months to a year from now. 

I am happy to report to the honorable committee that the Federal 
Housing Administration here, under the Housing Act of 1954 and its 
amendments, has taken an active part in achieving this progress. At 
the start of my own administration of the office, the intake of appli- 
cations per month was running about 1,700; in the last 8 months that 
intake has run from a minimum of 2,700 to a maximum of 3,400 per 
month. I cite this to your honorable committee to show the extending 
use of this Administration in this community and jurisdiction. 

We have also taken steps since my assumption of the directorate 
1o increase the efficiency and eliminate a large backlog of cases which 
were causing inconvenience to builders, lenders, and prospective pur- 
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chasers. Through use of most modern business facilities, we have 
mereased the productivity of cases per month by our personnel from 
a point of 7 cases per month per person to the last month’s figure of 
over 15 cases per month per person processed among our employ ees. 
Our total production has been further increased by timely assistance 

from the Washington office, making it possible to augment our person- 
nel at a period when we were solely understaffed. 

All this just means quicker action for the applicant. The result 
has been a cutting down of our backlog from over 3,500 to where it 
now comfortably ‘fills the pipeline at 1,500 cases, and to a shortening 
of the processing time from 3 months to a present period of a maxi- 
mum of 3 weeks, without any reduction of quality or attention to 
detail. 

Incidentally, 50 percent of the applications now presented to us 
by financial institutions are processed and returned to them within 
a period of 10 working days. This, of course, is a great assistance 
to applicant, lending institution, and real-estate broker, who may 
have a transaction requiring a 30- day escrow, the normal one in 
this vicinity. That result shows itself in the fact that 67 percent of 
the applications now going through the Los Angeles office are existing 
homes and 33 percent are new construction—meaning that our indi- 
vidual citizens are availing themselves of this type of service, as 
well as builders and financial institutions. We have accomplished 
this by a wide program of education through the newspapers, over 
the radio and television, to advise our citizens of just what the FHA 
is and how they can avail themselves of it. And I wish to insert 
my thanks to these media for the assistance in this program, all given 
without charge. 

With regard to some special sections of the act, concerning which 
I have been advised your committee is particularly interested, I may 

say that the section 222 for servicemen is coming into more use as 
time passes, and, as they say in the service, “The word gets around.” 
We have processed over 200 such cases in this office. 

As to the urban renewal program, the services of this office have 
been available on any request—we have sat in at the suggestion of 
the Housing and Home Finance Agency on preplanning meetings in 
Bakersfield, San Bernardino, and in Los Angeles, and we are con- 

versant with the regulations and directives so that, as some projects 

presently in the pla inning stage eventuate, we can be of immediate 
<ervice. We have had nothing but the most cordial relations with 
city and community development organizations on these matters, and 
we have been, as I have said, available for cooperation at all times. 
Local public agencies have not as yet carried any projects to the 
point where we can officially enter into the program through mort- 
gage insurance under section 220. The program of the city of Los 
Angeles for bringing up its substandard housing to a better habit- 
ability, under the direction of the building department, dovetails in 
with the section 220 urban renewal program of the Federal ne 
Administration, and the work done on this will undoubtedly bear 
fruit toward that end as well. 

We are continuing to work out multifamily housing plans under 
section 207. We are continuing to assist those who wish to avail 
themselves of section 213. We are particularly aiding such multi- 
family projects where aimed at satisfying a need in the lower-income 
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and middle-income groups. However, these programs have been 
slowed down somewhat because of the difficulty of obtaining financing 
for this type of project. 

The act is operating well in this vicinity, is generally known, and is 
being used by our citizens to assist them in obtaining homes, built 
under sound and long-term financing, which they can meet without 
too much strain, and under good construction standards. 

We have atte: ted to assist in the housing of so-called minority 
groups—the chief underwriter, members of the staff and myself have 
disseminated information regarding the availability of loan insurance 
under this act to such groups in as widespread a manner as we could, 
we have implemented the Commissioner's directives on the subject as 
far as we could, and we have tried to aid in obtaining financing, 
builders, and so forth. 

It may be of interest to the committee also that our employment 
practices in the Los Angeles office have been aimed at the employment 
of persons without regard to race or creed, and we believe that we have 
been successful in our goal of obtaining the best possible employees, 
selected on the basis of their abilities. In that connection, a letter 
from the racial relations office of this office, whose background and 
former experience with the urban league and other organizations was 
of value, is appended. It states distinctly what has been achieved in 
thisemployment aim. 

I am going to impose on your time to read that, because I know you 
are all interested in how your citizens are employed. 

This is from Mr. Floyd Covington, our racial-relations officer, to 
his superior, Mr. George Snowden. It is dated September 14, 1955: 

Reference is made to my memorandum under date of February 17, indicating 
the name and grade of a nonwhite employee of the Los Angeles office. 

I thought you would be interested in knowing that during the accession of new 
employees to complement the personnel ceiling of the Los Angeles office, an 
increased number of nonwhites have been added to the personnel of this office. 

It is my opinion that, unless other reports indicate to the contrary, the Los 
Angeles office has now the largest number of nonwhite employees in any of the 
insuring offices within my region. 

I should like to say, however, in commendation to the director, Norman M. 
Lyon, and personnel representatives of the Los Angeles office that these indi- 
viduals were not hired on the basis of their racial ancestry but on the basis of 
their qualifications and their civil-service status. 

Through the cooperation of Director Lyon, I have been given the current list 
of these respective employees, indicating the division in which they are working 
and their present grade status. That list is herewith attached. 

My own observation, based upon experience in helping to extend the 
benefits of the Housing Act of 1954 to southern Californians, nearly 
2,500 miles from Washington, D. C., is that thought might well be 
given to the budgetary requirement of Federal Housing Administra- 
tion insuring offices, not only in Los Angeles, but throughout the 
country. I am aware of the budget requests made by our capable 
commissioner, Mr. Norman Mason, during the past 2 years. Iam also 
aware that these requests were cut substantially. Mr. Mason, I feel 
sure the committee will agree, submitted a realistic budget in each 
instance, and furthermore, it is respectfully called to the attention 
of this honorable committee that the Federal Housing Administration 
has for many years paid its way and more—during the period of the 
past several years, to my own knowledge, having been in the black, and, 
in fact, actually returning substantial sums to our reserves after meet- 





INVESTIGATION OF HOUSING, 1955 145 


ing all operating expenses. It is my belief that some of the money 
so returned could be more prudently used for operations. Specific ally, 
in 1954 it was necessary to request a deficiency authorization of $5 
million to add to the 30 which had been authorized. Only $1,600,000 
was authorized and not until January 1955 was real relief given when 
the Federal Housing Administration was authorized to use an addi- 
tional $514 million of its own funds, which had been needed in the 
first place. Until it was obtained, a terrific backlog was piling up, 
as I was aware, to my own personal knowledge, in the Los Angeles 
office. 

This resulted in a slowing down of processing and obtaining of 
insured loans with a consequent loss to our citizens who seek FHA 
assistance—and who, after all, are paying the bill. 

Naturally, the word of this pinch came in to you gentlemen, al- 
though we. in the field offices tried to do our best to ease the matter, 
working 6 days a week with the understaifed offices, as we in Los 
Angeles were. 

When the Congress wisely authorized the additional budget, we 
were able to come out of that situation and give the kind of service 
which you and your constituents expect, by additions of personnel 
and other methods made possible with the added authorization. 

This vear we are in nearly the same situation. Mr. Mason asked for 
=45 million and some $39 million was authorized. He apportioned this 
as carefully and economically as possible, but I must tell you that the 
Los Angeles office is once again coming up against a very depleted 
local budget and reduced personnel ceiling. We have economized 
and doubled up functions, using every effort we could to keep abreast ; 
so far we have nearly succeeded, but it is because all of the employees 
have been pushed beyond where they really should be. Our backlog 
is beginning to rise again and now we know that in this particular 
office, unless we receive an increase in budget, we will have to constrict 
our activities by December 1 and give poorer service and longer proc- 
essing, and we will be scraping the bottom of the barrel on our budget 
even under those conditions. 

Our experience with these periods of deficiency of funds, made up 
by additional authorizations and resulting in backlogs during the 
deficiencies and clearing up after an additional authorization is re- 
ceived, is strong proof that the flexible budget, as set up in the 1949 
act, under which the FILA operated during 1950 and 1951, but not 
since, is certainly worth careful consideration by Congress as a means 
to properly finance the Federal Housing Administration operation for 
the best results. 

May I also urge your honorable consideration to assistanee to our 
Commissioner and to this administration in this matter of an ample 
budget, under the present method of authorization, so that our citizens 
may benefit from this act the way vou intended. 

For your further information, [ have appended the following in- 
formational statistics to this report: ° 

The volume of multifamily housing projects in this office, 1954 
and 1955 (exhibit B). 

Military housing requests received under 1955 housing amend- 
ments (803) and those underway ery C). 

. Inventories of section 207 and 213 projects in the Los Angeles 
area in 1954 and 1955 (exhibits D and B). 
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For the question and answer period, I have taken the liberty of 
bringing along several of the staff heads in the office, so that they may 
more e thoroughly answer your questions which might involve technical, 
legal or other stich matters, wherein I would desire that you have the 
fullest information possible. 

I have also taken the precaution of making up some answers to some 
possible questions. I tried to foresee those you would want to ask, so 
I would have the information in a concise form for you. 

Thank you, gentlemen, for the opportunity to appear. 

Mr. Rains. I don’t see many questions to ask you after a good state- 
ment like that, Mr. Lyon. Asa matter of fact, every witness who has 
appeared before the committee, as you probably know, has had nothing 
but complimentary remarks about the cooperation he has been getting 
out of your office, and it is a very good statement. 

Mr. Addonizio has a question. 

Mr. Apponiz10. On page 5 of your statement, Mr. Lyon, you say, 
“We are continuing to assist those who wish to avail themselves of 
section 213.” 

I don’t know whether you were present here yesterday, but there was 
a gentleman who testified from the CIO, I believe, who said in effect, 
and I hope I am quoting him correctly, that the FHA has resisted 
builders who are interested in 213 cooper atives. 

Would you care to comment on that or defend yourself a little 

Mr. Lyon. I would be very glad to do that, Mr. Addonizio. 

I queried about that very matter, and I queried our chief under- 
writer and our chief underwriter had no knowledge of any such re- 
quest having been made. 

I must admit that I have taken more of an interest in 213’s and 
207’s in the past 6 months. I was anxious to get the organization 
more or less set up previously. 

Mr. Apponiz1o. Could you give us some figures as to how many ap- 
plications were made, how many turned down, and for what reasons ? 
Maybe you can submit those for the record. 

Mr. Lyon. I can tell you this, Mr. Addonizio: We have particularly 
interested ourselves in groups of people who wanted to have either a 
management or a sales project. Sales we haven’t had, but manage- 
ment, we have had some groups. We have spent time with them. 
We have tried to help them. There are several presently in the office 
that are going to come to fruition. 

This particular one, I don’t know about, but perhaps Mr. Morgan, 
the chief underwriter, might have a recollection of it. 

Mr. Morgan is right here in the front row. 

Mr. MorcGan. I know of no 213 project that has been turned down. 

Mr. Appontz1o. Would you please come up and identify yourself 
for the record ¢ 

Mr. Morcan. I am Beldin Morgan, chief underwriter of the loca] 
FHA office. 

I know of no 213 project that has been definitely turned down. We 
have approved many. I have a list here of some 12 or 14 that we have 
approved. 

Mr. Ratns. How about submitting the list as an appendix for the 
statement? Then we won't have to go through it item by item. 

Mr. Lyon. Very well. 

(The list follows :) 
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Mr. Apponiz1o. That is the only question I have. 

Mr. McDonoven. Mr. Chairman, I would like to say I have known 
Mr. Lyon for many, many years, and he has been very active in many 
things in this community, and he has done a particularly good job 
here, as he indicated. 

This office was actually in a traffic jam when he took over, and to 
pull it out of there has been quite a seb, and I think the credit goes to 
the fact that he has a very engaging personality. He is never at a loss 
for words, and he is energetic. He is the kind of fellow that works 
and likes to work and works long hours. I don’t think Pat ever 
punches a time clock, and so I think your testimony has been very 
valuable to the committee, Mr. Lyon. 

Mr. Lyon. Could I be so brash as to say that this is not to my 
credit? I mean that. This is to the credit of the employees. I have 
a fine, loyal group of employees, and I will stack them up against any 
agency in the country anywhere, because they are really doing a job. 

I appreciate your kind words, but I do want that to go into the 
record. 

Mr. O'Hara. Mr. Chairman. 

Mr. Ratns. Yes, Mr. O’Hara. 

Mr. O'Hara. How large is your staff, your personnel ? 

Mr. Lyon. Presently it is 209. 

Mr. O'Hara. Of the 209, how many are Pow grade 3? 

Mr. Lyon. I would have to check that. I do have the total numbers 
here, and if you would like me to, I will place that in the record. I 
have the total number. I thought you might want the breakdown as 
to grades, and I have them as to sections, divisions, and they can be 
added up. 

If you would like me to, I will add that tomorrow. 

Mr. O'Hara. No; I think we can get now the information that I am 
interested in. 

I commend you for attaching a list of the nonwhites, representatives 
of the minority groups that are employed in your office, and I have 
found that there are 17 listed and of the 17 listed, 1 has a grade 12, 2 
a grade 9, and the others have either a grade 2 or 3. Now, i is this a 
complete list of all the minority-group members? 

Mr. Lyon. Yes; it is. 

Mr. O'Hara. Seventeen out of 209. 

Mr. Lyon. You are probably driving at why aren't some of the 17 
in higher grades? 

All can say is we take our people from the civil-service list. We 
advertise that and try to get those who are qualified in the higher 
gradings. We have no regard to race, creed, color, and we try to 
induce people to come in. 

Mr. O'Hara. No, Mr. Lyon, I am commending you for giving us 
the picture, but I wanted to find out the proportionate number of your 
people on this list. I find it is 17 out of 209, and of that number only 
3 have a grade above grade 3. 

What is the nonwhite population of Los Angeles in proportion to 
the white population ? 

Mr. Lyon. I have heard that it is about 7 percent. 

Mr. O'Hara. Thank you very much. 











INVESTIGATION OF HOUSING, 1955 149 


Mr. McDonoveu. Mr. O'Hara, to supplement your statement, I 
think you should know the number of nonwhites employed in all 
br anches of the Government, Federal, State, county, and city govern- 
ment, in order to get a fair picture as to the number of nonwhites as 
compared to the population of the nonwhites in the city. 

In other words, you can’t apply your question percent: agewise to 
this office, because we have minority group people in higher “brackets. 

Mr. O’Hara. I was only interested because Mr. Lyon presented this, 
and I presumed he wanted to show he was employing a large number 
of nonwhites. It doesn’t seem to me a very large number. 

Mr. McDonoveu. On the other hand, I think there is something 
else the committee should give consideration to in an office of this size, 
und it should apply to other offices of similar size throughout the 
country. There should be a grading up of the employees in all cate- 
gories in order to get a better class of employees in the upper brackets 
in order to process these loans. It is a pressing problem. 

Mr. O'Hara. My dear colleague, this thought is on my mind: We 
are told that there is very little housing being provided for minority 
groups. I am not referring now only to Los. Angeles. We find that 
all over the country—in New York and Philadelphia—about 1 per- 
cent of the new housing is available to those of the minority groups. 
Now, I am wondering if there is a connection between that situation 
and the fact that in the Federal offices here, having to do with housing, 
out of 209 employees, only 17 represent minority groups and if those 
17, only 3 are above the grade of 3. 

Now, I am not just talking about your office. We are talking about 
the national picture. 

Mr. Lyon. Even at that, 7 percent of 209 would be 15. We are a 
little better than the average. I don’t want to become engaged in a 
debate, but I believe that many of the minority groups are not in the 
clerical groups, are not in the technical groups, such as appraisers and 
inspectors and architects, not quite such a large percentage as might be 
shown by the overall number of the population. Remember, ours is 
an agency that requires technical and in some instances highly spec ‘ial- 
ized “clerical people. But we have quite a number of people in the 
minority groups who are coming up, who are becoming better trained 
and better qualified for the higher gradings, and you may rest assured 
as they show the ability they will be promoted. 

Mr. O'Hara. I do not wish you, Mr. Lyon, to construe my questions 
as any reflection upon you. We, on the subcommittee have been told 
by our dear a io 8, Mr. McDonough, and others, of the good job 
you are doing. I don’t want you to consider my remarks on the sub- 
ject as being personal to you or to your office. But it is a rather serious 
situation, 

The Department of Agriculture may be interested to know in its 
administration of CCC it employs no Negroes at all as investigators. 
That information was recently given to me in Chicago. It is a matter 
of concern to me. I am wondering if adequate opportunity is given 
to qualified members of minority races to participate in the public serv- 
ice in the administrative offices. 

Mr. Lyon. We do here. I can assure you of that, Mr. Congressman. 

Mr. Ratns. Thank you, Mr. Lyon. It is nice to see you. 
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Yesterday afternoon I spoke with a gentleman who wanted to give 
the committee a statement—Mr. Benesch. 

Is he present ? 

Mr. Benescu. Yes, sir. 


STATEMENT OF IRVING BENESCH, LICENSED SALES ENGINEER FOR 
CONSTRUCTION BY THE CITY OF LOS ANGELES 


Mr. Benescu. My name is Irving Benesch, 52 years of age, native 
of Baltimore, Md., and have resided in Los Angeles for 12 years. 

By profession I am a licensed sales engineer for construction by the 
city of Los Angeles, selling small constr uction work. 

Incidentally, , this is a new license, intended by special ordinance to 
control the activities of the “suede shoe” boys who figured in the title I 
FHA investigation. 

I have had about 30 years’ experience either as actual participant 
in the construction field or as a supplier. 

I have been invited personally to become an associate member of 
the NATIB by no less a personage than Mr. Prentice himself, editor 
of House and Home, and to be a member of the Aluminum Awning 
Association, by its national secretary. 

For further personal identification, I would like to thank and recall 
to Congressman McDonough his help to me in 1946, when he helped 
secure for me an FHA priority for steel and an RFC Joan with which 
I undertook conversion of an insolvent tool and die shop to a much 
needed hardware factory. 

The loan was repaid. The Ajax Hardware Manufacturing Co. is 
now one of the largest in the country and an important industry not 
only on the west coast but is a large supplier to home builders through- 
out the United States, and so forth. 

Unfortunately, I was booted out of the business by a partner, but 
the National Hardware Contract Dealer carries a story on me in May 
1947. 

I left this business and entered into the sales of home improvements 
under title I in 1947. 

During the early 1930’s I was active in securing housing legislation, 
and I want to call the attention of the committee to the fact that it was 
the same real-estate operators and builders who opposed public- 
housing legislation who, later in the words of Senator Capehart, 
“Made a racket of it for 20 years.” 

In recent public and industry publications certain builders and 
their organizations and lobbyists, some of them from Los Angeles, 
have taken credit for disrupting the FHA program and subverting it 
for their private profit and greed. In this connection I would refer 
you to the complete transc ript of the hearings held here last year by 
the Senate Banking and Currency Committee investigating com- 
mittee, and especially as to Witness Mr. Wright, Builders Institute, 
and the castigation of this gentleman by Senator Capehart for the 
former's attack in the press on the investigation being held. 

In all fairness to the institute, it must ‘be mentioned that it has a 
new president. I would refer you, too, to my correspondence with 
Mr. Albert Cole, Administrator, HHFA, on a Visit he made here just 
after the hearings as a guest of Mr. Wright, and his reply. Mr. Cole, 
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through Mr. M. Justin Herman, regional director in San Francisco, 
has known of me since e early 1953, as I am the person who made the 
original disclosures to him that developed into his investigation of the 
FILA at the orders of President Eisenhower. 

In this connection, I would also like to refer you to Mr. Alan A. 
Lindsay, attorney, under Mr. Olney, Department ‘of Justice, to whom 
I went in early 1953 with personal matters, when he was pr acticing in 
Oakland. Later I suggested to Alan that he start a De partment of 
Justice investigation, and I also went to Mr. ( ‘olby, FBI, Los Angeles, 
and to Mr. Deardorff, FBI, San Francisco, and so forth. 

I did not know it at the time, but Mr. Lindsay had just finished an 
assignment as assistant counselor of the California Crime Commis- 
sion. I was very much surprised when I had reason to refer to this 
commission’s report recently to find that first and foremost it men- 
tions the “building trades” of California being full of racketeering. 
This industry is under the jurisdiction of the State contractor’s license 
board and the business and professional code enforcement agency. 

I am attaching a copy of a newspaper clipping that gives some slight 
indication of what happened to me since early 1953. This is only part. 
Besides, I have been attacked violently three times and landed in hos- 
pitals each time; have been arrested for the theft of a car given to me 
by a contractor for part payment of a commission; been committed 
on a serious mental charge; treated inhumanely, as a matter of fact. 
It is being investigated by the State mental hygiene department on 
perjured papers so ‘indicated by Judge Hollyday when I was dismissed 
hy a jury in 10 minutes on July 6, 1954. 

I have been done out of thousands of dollars in earnings, been 
hounded and intimidated even by officials who are supposed to enforce 
the law. 

I have attached also correspondence from the investigators for the 
Internal Revenue Department and the General Accounting Office. 

The country is collecting hundreds of millions in income-tax eva- 
sion, recovering apartment houses, the new people and the new office 
of the FHA in Los Angeles looks like a miracle after 20 years of the 
same faces and location, and I have not only suffered financial and 
physical and mental anguish but they have even tried to shoot me. 
SUGGESTIONS ON NEW HOUSING LEGISLATION 
Two-way correspondence with Senators Capehart, Byrd, Hum- 
phrey, Kefauver, Morse, Neuberger, and so forth, will indicate that 
I made certain suggestions to them, to former Commissioner Holly- 
day, incidentally an old friend of mine from Baltimore, the present 
FHA Commissioner Mason, to Mr. Cole, and so forth, that were in- 
corporated in amendments to the 1948 Housing Act in 1953, new 
regulations in FHA, and ideas incorporated in the 1954 Housing Act 
and amendments thereto. 

My motives are strictly nonpartisan, as I have friends on both sides 
of the House. 

I grew up with Teddy McKeldin, Governor of Maryland, and who 
mcde the nomination speech for General Eisenhower: worked on 
Tommy D’Alesandro’s first campaign for Congress in 1934, now 
mayor of Baltimore. 
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Some have accused me of being a stool pigeon, but my activities 
in the home-improvement business since 1947 are open to inspection. 

I made many complaints to the authorities in writing in an effort 
to secure satisfaction for my customers before I took action at Fed- 
eral levels. In every instance changes were made and action taken. 

| would like to point out where some legislation in controlling ad- 
ministration of PHA maintenance may be necessary. By accident 
I ran into a fraud at the Vallejo housing project. It involved a mil- 
lion and three- peters: mastic fraud, I reported it to Mr. H. H. 
Morris, chief engineer, San Francisco, and, after investigation, action 
was taken on a misappropriation and malfeasance charge by that oflice. 

While the regulation covering this amount of money exists, the 
laxity was in the morals of the officials and to the accounting and 
administration controls. I am not familiar with the penalty, but it 
may need revising. 

Care should be taken by Congress to get the point of view of indivia- 
uals and organizations and to be guided by the FHA investigations 
made last year, the resultant investigation of the Teague Comunittee 
on Vets Housing, the present developments in Texas resulting from 
disclosures made at these hearings, and so forth. 

While private enterprise has its place in American life in these in- 
stances it has displayed many enterprisers who were guilty of bribery, 
corruption of public officials, and almost every crime in the book by 
some who sought personal gain and were driven by unsatiable greed 
as both Senators Capehart and Bennett as well as Senator Byrd 
pointed out. 

Public housing, where it has not been subverted for selfish motives, 
has played an important role in alleviating housing conditions in 
both peacetime and wartime situations and should continue to do 
so where low-cost housing is indicated. 

Mr. Ratxs. That closes out the witnesses for today. 

We want to thank all of you for your cooperation, and the com- 
mittee stands in recess until 9: 30 tomorrow morning. 

(Whereupon, at 4:05 p. m.. a recess was taken until 9:30 a. m., 
Friday, November 18, 1955.) 
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FRIDAY, NOVEMBER 18, 1955 


Howse or REPRESENTATIVES, 
SUBCOMMITTEE ON HOUSING OF THE 
CoMMITTEER ON BANKING AND CURRENCY, 
AvupitTorium, Ponice BuILDING, 
Los Angeles, Calif. 

The subcommittee met at 9:30 a.m., Hon. Albert Rains, presiding. 

Present: Messrs. Rains, Barrett, Addonizio, Ashley, O’Hara, and 
McDonough. 

Mr. Rarns. The committee will be in order. 

The first witnesses we have this morning are Mr. Charles B. Shat- 
tuck and Mr. Fred Marlow, of the Los Angeles Realty Board, to dis- 
cuss rehabilitation in blighted areas. 

Would you come around, gentlemen, and identify yourselves for the 
record? Then proceed as you see fit. 


STATEMENTS OF FRED W. MARLOW, PRESIDENT, AND CHARLES B. 


SHATTUCK, CHAIRMAN, HOUSING AND COMMUNITY REDEVEL- 
OPMENT COMMITTEE 


Mr. Martow. My name is Fred W. Marlow, president of the Los 
Angeles Realty Board. 

Mr. Suarruck. My name is Charles B. Shattuck, and I am chair- 
man of the housing and community redevelopment committee of the 
Los Angeles Realty Board. 

Mr. Rarns. Thank you, gentlemen. 

You may proceed, Mr. Marlow. 

Mr. Martow. Mr. Chairman and gentlement of the committee, I 
think perhaps it would save time if 1 simply start by reading a pre- 
pared statement. 

Mr. Rains. Very well. 

Mr. Marrow. As representatives of the Los Angeles Realty Board, 
we are most apprec iative of this opportunity to present to the commit- 
- our suggestions on certain housing programs. We shall, of course, 
he happy to discuss any matters relating to housing in the Los Aneles 
area that may be of interest to members of the committee. However, 
our particular interest at this time is in the success of the important 
urban renewal program. 

We approach the problems of our older city areas with these objec- 
tives: 

Adequate housing for all families. 
Elimination of slum and blight conditions. 
3. Effective prevention of future slum and blight development. 


15. 
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Deterioration in housing and neighborhoods, its cure, and its pre- 
vention constitute complex problems for which there is no single, 
simple solution. It may be said, however, that the central single 
problem, around which the other elements revolve, is the problem of 
adequate financing. 

The productive tool of favorable mortgage financing, which has 
brought such dramatic gains in housing standards and in homeowner- 
ship, has over the years not been available to older city areas. The 
essential importance of FHA section 220 as established by the Housing 
Act of 1954 is that for the first time it provides insurance for long- 
term, amortized mortgages at favorable interest rates particularly for 
home improvement in the areas that need it most, areas in which the 
limitations of short-term credit for home improvement at relatively 
high rates have contributed to decline. 

It is probable that the tremendous potential of this new extension 
of the mortgage-insurance program in areas where FHA has never 
gone, or has been expected to go, is as yet inadequately visualized. Our 
own feeling is that, of all the measures of Federal cooperation with 
communities in housing matters, rehabilitation, and neighborhood con- 
servation housing insurance, as provided for in section 220, is by far the 
most important and most far reaching in its potential. 

There is some housing in Los Angeles that is not fit for rehabilita- 
tion, and so should be demolished. But this unfit housing predom- 
inantly is not lumped together in one neighborhood, or a few neighbor- 
hoods. It is scattered through many neighborhoods which, as neigh- 
borhoods, can most feasibly and equitably be made into healthy and 
safe neighborhoods with good home environment through a renewal 
process that will: 

1. Demolish the unfit structures. 

2. Rehabilitate and modernize the structures that are adaptable 
to such treatment, which are usually predominant in these neighbor- 
hoods. 

3. Attract private investment in new construction on available sites 
in the area. 

4. Improve neighborhood environment as a whole by action on the 
part of the city government. This may include, as needed in a par- 
ticular neighborhood, improvements to streets, sewers, playgrounds, 
schools, street lighting, refuse collection, or other needed municipal 
improvements. It may also include zoning revision and street-closing 
alteration, or widening planned for more livable neighborhood 
environment. 

When these things are undertaken in a coordinated program they 
can make long-term financing of substantial housing improvement in 
the area sound to borrower, lender, and mortgage-insuring agency. 
And this, we believe, is exactly what was contemplated when the urban 
renewal concept was written into the Housing Act of 1954. We 
heartily support it, and believe that it is the only form of cure for slum 
and blight conditions that can be applied on a scale sufficiently large 
to get the job done in our time. 

With rehabilitation mortgage insurance available only in areas that 
are to get this coordinated renewal treatment, city governments for the 
first time have a direct working relationship with the Federal Housing 
Administration as well as with all the private interests involved. It 
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is a new and complex relationship, now in the process of being worked 
out. The need for establishing these new lines of communication and 
cooperation accounts principally, we believe, for the delay in getting 
the program into operation. 

Fee title to land improved with buildings which meet present city 
requirements as to health, safety, and sanitation, or which can be made 
to do so by rehabilitation, should not be acquired at the expense of the 
taxpayer for the purpose of removal or demolition merely to create a 
new neighborhood environment. Such an attempted process of urban 
renewal is impractical, prohibitive as to cost, and tends, by an un- 
warranted use of public funds, to concentrate into single or corporate 
ownership the existing multiplicity of widespread individual owner- 
ship of land. 

We believe that the most productive use of Federal urban redevelop- 
ment grants is in removing the slum pockets, the points of extreme 
deterioration, to be found within neighborhoods which can in large 
part, usually in their greater part, be renewed through rehabilitation 
of existing structures, with the other coordinated actions included in 
the renewal process. ‘This use of federally aided redevelopment as one 
element of the cure for a problem neighborhood, rather than as the 
single treatment for the entire area, will be a direct stimulant to owners 
of existing property to do a thoroughgoing job of rehabilitating and 
modernizing their properties far beyond the maximum requirements 
of municipal health and safety standards. 

Does this mean that we are out of sympathy with the free play 
of imagination and inventiveness on the part of city planners and 
architects who have the talent to plan the complete redevelopment 
of large city areas on an entirely new pattern’ No; of course, it 
does not. That kind of imagination and inventiveness has given 
us the best we have in new forms of urban land development, and 
it will continue to do so. We think its success will depend on the 
economic workability of the imposing new plans. That is the key 
to the success of the Golden Triangle redevelopment in Pittsburgh, 
which did not require a subsidy from the Government to make it 
work. Economic workability of the plan also accounts for the suc- 
cess of the impressive Quality Hill residential redevelopment in 
Kansas City, Mo. 

Funds made available by Congress to aid cities in urban redevelop- 
ment, we submit, represent money to be spent in relieving one from 
of human distress, the squalor, infestation, danger, and unhealthi- 
ness of slum conditions. We believe this financial aid should be used 
where this form of distress is greatest, and in a way that will accom- 
plish the greatest volume of improvement. 

If it is used solely to stimulate a few examples of costly plowing 
under of large city areas, it will not bring the greatest possible extent 
of eliminating the worst slum conditions, and it will not provide the 
cities with a pattern of action that can be applied on a wide scale. 

One of the first federally aided urban redevelopment projects to 
new residential land use, if not the only one that has progressed past 
the planning stage into construction of buildings with families now 
living in them, is the Lake Meadows project in Chicago. Our in- 
formation is that this site of slightly more than 100 acres cost nearly 
$16 mililon to acquire, and that its reuse value, or its price to the 
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redeveloper, is a little more than $2 million. Thus, about seven- 
eighths of the acquisition cost, or nearly $14 mane represents a 
loss to the public. ‘Two- thirds of this loss, or about $9 million, is a 
Federal cost. Now Chicago is reported to have about 25 square miles 
of areas representing problems which, like those of the Lake Meadows 
site, demand some kind of curative treatment. If the process of 
demolishing entire neighborhoods and selling the land at a consid- 
erable loss is to be regarded as the typical, normal, usual curative 
treatment, then Chicago alone will need $1.5 billion in Federal grants, 
and that is 3 times as much money as Congress made available for 
all the cities of the United States in a 5-year period. 

Obviously, the financial limitations that are upon the extremely 
costly process of federally aided large-area clearance and redevelop- 
ment give this remedy to the slum and blight process a drop-in-the- 
bucket significance. On the other hand, there are no built-in lim- 
itations upon the conservation approach to urban renewal. There- 
fore, we urge that the limited amount of money that is available to 
aid cities in clearing land of slum structures for redevelopment be 
used primarily in a way that will give momentum to the process of 
renewal that can be applied on a scale sufficiently wide to count. 

Specifically, we suggest for the consideration of the committee: 

1. A policy in administering Federal planning advances to cities 
and urban redevelopment grants that will limit such aids to redevel- 
opment within urban renewal areas that constitute logical neighbor- 
hoods, and in which rehabilitation of existing structures is coordinated 
as a major element of the urban renewal program for the neighbor- 
hood. 

Encouragement to city governments to place responsibility for 

Petia wens the urban renewal program in a local government 

agency especially created for this function, or adapted to it by the 
experience and interests of those who staff it. 

3. A city should not be able under Federal law to qualify for 
federal grants or assistance in urban renewal, redevelopment, rehabil- 
itation, or public housing, until it can be shown that it is enforcing 
adequate municipal standards for health and safety in housing. 

4. Federal income-tax incentives to private investment, either in 
substantial rehabilitation or in new construction, within urban re- 
newal areas (@) to permit 5-year depreciation for tax purposes of 
such bavealisideitls (>) to permit the value of an obsolete structure 
dlemolished by its owner to be deductible as a loss in income-tax caleu- 
iations, and (c) to permit home repairs to be made by owner-occupiers 
in all areas to be deductible items. 

5. Increase in the maximum debt-retirement period for title I in- 
sured home-improvement loans to 5 years. 

The ownership of real property is a legal privilege. With this 
privilege goes the legal obligation to properly maintain, rehabilitate, 
or demolish structures wherever present city standards of health, 
safety, and sanitation require. Enforcement of local housing, health, 
safety, and santitation codes at the expense of the owner in violation 
is the only financially feasible and effective approach by which unfit 
housing on a neighborhood and communitywide basis can be elim- 
inated. 

Now, gentlemen, I have with me, as your record shows, Mr. Shat- 
tuck here who was formerly national president of the National Asso- 
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ciation of Real Estate Boards, and during that time, during his term 
in office, was very much responsible for the principles we are here 
talking about, so I think in this discussion you will find that Mr. Shat- 
tuck may have some valuable opinions. 

Mr. Ratns. We have a few questions, and if you want to make a 
statement, Mr. Shattuck, first, you may do so or you can answer ques- 
tions, either one you desire. 

Mr. Suarruck. I think I would just prefer to answer your ques- 
tions that you might ask. 

Mr. Rarns. You have a lot of recommendations in here, and that 
is what we are asking for across the country. It is a good statement. 
I don’t know whether some of these things are attainable, these tax 
calculations, and all of that stuff. It sounds good, but you know very 
well we are not the tax-writing committee. That is out of our juris- 
diction in the Ways and Means Committee. That is a hard thing to 
do. 

I do think this, though, if you will permit my statement: I think 
there ought to be some consideration given to the very thing you are 
talking about of credits on income tax if the job is done, if it is a 
needed job. I can see if you threw it wide open a man might go out 
and spend a lot of money that was not necessary in order to bring 
it up. 

Now, one other question I want to ask you: I judge you go along 
with the idea of Federal participation in slum-clearance projects, but 
it is difficult for me to understand how on that side you can set up a 
program and then put all of the emphasis on the local one. This is 
the point I make: A slum-clearance program by the Congress of the 
United States cannot be written for southern California alone, or 
Alabama or New York. It is a nationwide problem or we cannot 
do anything with it in Washington. You cannot pass a law in Wash- 
ington th: at just fits a few places, if you know what I mean, and many 
of these recommendations you make won't fit a lot of places that this 
committee knows in the United States. That is our problem, trying to 
fit in the whole scheme. 

Now, you mention a workable program. I am for that. That is 
the thing to achieve. Sure, you can develop a workable plan here in 
New York, Philadelphia, Chicago, but I do not know whether you 

can or not in Louisville, Ky., or Shreveport, La., or Montgomery, Ala., 
so I would like a little discussion on that. 

Mr. Marrow. Let me answer that for you. If I were personally to 
make a recommendation on the thing, I would like to see you write into 
the rule, or the regulation, or the law, a limitation as to how many 
dollars can actually be spent on any one project. 

Here is one in Chicago with a $14 million writedown loss. We are 
talking about one in Los Angeles right now, Bunker Hill, that may 
have a $21 million writedown loss. After all, some place, maybe in 
this committee, there has to be a recognition on the part of the Govern- 
ment as to how much money there is in the world, and how much you 

can use for a purpose even though we will acknowledge it is » good 
purpose. I think possibly there should be some limitation on how 
many million dollars you can spend on one project. Here is $14 mil- 
lion in Chicago, $21 million in Los Angeles. Maybe there should be a 
limitation of . 214 million on any one job. 
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Mr. Apponizio. But if you place that limitation will you complete 
the job properly ? 

Mr. Martow. Yes; because instead of this bulldoze job of sweeping 
out 50 or 100 acres, the money should be spent on the worst part of 
that area, and the rest of it done by 

Mr. Apponizio. I am sure we all agree upon that, and I think a 
lot of us have a misconception of the fact that we should just run a 
bulldozer in there and knock down all of those buildings. 

Perhaps in cities like New York and Chicago that may be very 
well so, but that is not true of other areas throughout the country, 
and I do not think that that was actually the intent of Congress 
when it wrote this legislation. 

Mr. Martow. We believe that if there was some limit put on the 
number of millions of dollars that can be used in any one place it 
might further compel a system of using redevelopment money in con- 
junction with a definite program for rehabilitation, let us say under 
section 220, 

Mr. Rains. Of course, your recommendation on that has been carried 
out in certain other phases of housing. I don’t know how wise it is, 
but we will take, for instance, cooperative housing, which is a section 
of the bill where Congress has written always that only a certain 
amount, putting a limit, may be expended in each State. It is the 
same recommendation that could apply as long as there is not enough 
money to do the whole job, to the urban renewal, and I assume that 
is what you are recommending. 

Mr. Martow. My purpose of the recommendation is not necessarily 
to distribute the money evenly among the States, or the cities. The 
purpose is to compel the combined use of the redevelopment bulldozer 
method of cleaning out an area with rehabilitation and compelling 
people who own property now to rehabilitate it under a 220 loan, or 
with their own cash. There is certainly some responsibility on the 
property owner to maintain their property and meet the standards of 
the code on health, safety, and fire. 

We have found in Los Angeles it is working very well. 

Mr. Barrerr. You seem to center on Bunker Hill. You think 
Bunker Hill should not be wiped out completely / 

Mr. Martow. I would say that we are not ready to decide that yet. 
We have seen some preliminary rather fantastic plans that I would say 
represent a planner’s dream of what might be done on Bunker Hill, and 
yet it has not been brought to the point where I would want to form a 
definite opinion at this time. 

I will say this: I do not think anything should be done on Bunker 
Hill, or any other hill in any other city that involves a writedown loss 
of 21 million bucks. I should say it should be combined with another 
plan where they take out the worst center of blight and use section 22) 
and force people who own those properties to use their own money to 
bring those properties up to the standards of health, safety, and fire, 
and meet the code. 

Mr. Rarns. We have just been talking with our counsel here, and we 
have been informed that the Housing Act has been amended, and there 
is a limitation of not more than 10 percent of the total amount of 
money that may be expended in any one State. 

Mr. Martow. Was that $50 million ? 
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Mr. Apponizio. A hundred million dollars. 
Mr. Martow. It is entirely toomuch. Somewhere, someplace, some- 
time, Government has got to decide there is a limit to even what the 
Government can spend, and what you can get the taxpayers to bring 
forth for projects that you might call good but certainly not absolutely 
necessary. There isn’t that much money in the world. 

Mr. Rarns. You mean there is not a building, that is the full total 
amount. Of course, that is a tremendous amount for a fellow from 
Alabama, but when you take a national problem— 

Mr. Martow. There is not that much money to do the job every where 
in the United States, so I say you must not pick out Chicago, or Los 
Angeles, or New York, or any one place and spend the kind of money 
that we have been talking : about in the place. 

Mr. Barrett. Suppose these areas needed it. You would not spend 
the money, then ? 

Mr. Martow. I would say there are other methods besides the bull- 
dozer sweep-out method. 

Mr. Barrerr. Suppose it necessitated the bulldozer method in Phila- 
delphia or Chicago, you wouldn’t do that ? 

Mr. Marvow. May I get your question again ¢ 

Mr. Barrett. I say, suppose it necessitated the bulldozer method in 
Chicago or Philadelphia, you wouldn't do that; you would rather 
rehabilitate «a block here and a block over there, when there are 
several other blocks just as bad ? 

Mr. Martow. In the first place, I wouldn’t rehabilitate any place 
unless I first tried to enforce my local codes for health, building, and 
safety, and in the second place I would pick out the worst center of 
blight and make it as small as possible and redevelop it, and the fringe 
areas immediately around it by local laws you could compel the use 
of section 220 and do the job with private money, largely, on the basis 
of rehabilitation. 

Mr. Apponiz1o0. I don’t think the Congress has any jurisdiction of 
whether local municipalities are enforcing their sanitation codes, or 
anything else, and I would assume that every large metropolitan area 
where you find these conditions that they are basic ally doing that, and 
doing it wherever they possibly can, but they have a serious problem. 

Mr. Marrow. Let us say you have not got that kind of jurisdiction, 
but certainly you can write into the law that they cannot use Federal 
funds until they first try to enforce their local laws, and the enforce- 
ment of the code. 

Mr. Asutry. That is already written into the law. 

Mr. Apponizio, They have to have a workable program. 

Mr. Suarruck. I think that you will find that in the administration 
of the law, for instance, if I am not incorrect, if you want to qualify 
a neighborhood for mortgage insurance under section 22, the FHA 
will require that you have a suitable housing code, and will place more 
stringent requirements on you for that mortgage insurance, for in- 
stance, than will be required by the administration in m: aking a grant 
for a total clearance of an area like Bunker Mill. 

In other words, there is a reward, you might say, for lack of enforce- 
ment if you are going to clear an entire area, but a penalty if you are 
trying to carry out a ‘rehabilitation. 


‘Mr. Barrerr. What percentage of Bunker Hill do you consider to 
be blighted ? 
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Mr. Suatruck. Well, the figures have not been made available as to 
the exact number of substandard houses. It would merely be a matter 
of observation. I would say that probably 75 percent of the buildings 
on Bunker Hill could be rehabilitated and placed in usable and satis- 
factory condition for rental housing through a rehabilitation program. 
Probably 20 percent of the structures on the hill, some of those tall 
wood-frame apartment houses that are definitely fire hazards that 
should be razed. There is no question about that. Our local conten- 
tion, our whole thinking on this problem, is that we only have so much 
money in Federal grants which are necessary in many instances to 
make the preliminary surveys and find out what can or cannot be done 
intelligently. 

Our problem is to try to clear out slums if we possibly can. I admit 
the treatment in New York is going to be different from the treat- 
ment in Los Angeles and the treatment in many of the southern cities 
is going to be different from what it will be in the cities in the North, 
and so forth, because the problems vary in the way those cities have 
developed, and the character of their industry and employment, and 
so forth. It is a tremendous problem, but the thing that we are con- 
cerned about, gentlemen, is how to use what money the Federal Gov- 
ernment can make available in order to accomplish the most in the 
way of upgrading of our housing supply in any one community. 

Mr. Rarns. We are with you on that a hundred percent. 

Mr. Suatrruck. And I think your objective is no different from 
ours. Weare all struggling to find ways to do it. 

Mr. Rains. We are looking for ways and means to do the thing you 
are talking about. There is possibly some difference in philosophy, 
and I am sure you gentlemen realize it is much easier to sit over there at 
that witness table and give a view than it is to represent a half a million 
people who have a thousand different views, and then go up to Con- 
gress and get 435 Members of Congress, and they have 435 different 
views. That is why we want these various recommendations. 

i think you should say this: The Congress of the United States has 
determined that the removal of blight in American cities, not just 
blight, but slums, the Harlems, and I can name them in every city of 
America, and we have seen them, that it is a national problem as well 
as a local problem. The same thing with that highway out there. 

It seems to me that it should be done with the greatest amount of 
local participation possible, but you do not really believe that the cities 
of America can just clean < their slums, themselves, without any 
kind of Federal program or Federal assistance, do you? 

Mr. Suarruck. I think you are perfectly right, Mr. Rains. I think 
there is no question but what the question of the elimination of these 
sore spots in our great metropolitan centers is a matter of concern for 
the Federal Government, and very properly so, but it seems to me that 
the role of the Federal Government is that of pinpointing the danger, 
the financial assistance to the community in planning, and getting 
underway. 

Here in Los Angeles, for instances, our total effort on this whole 
subject today is confined to just one little spot. Heretofore, the com- 
mission has designated other spots which they say should be redevel- 
opment areas, and because they have designated those spots they have 
made slum preserves out of them because they make it difficult to get 
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financing, and so forth, because they have practically killed those areas 
by a false designation. 

There needs to be a tremendous amount of education in this field, 
and that is where the Federal Government, with its good offices and 
its funds, can accomplish the greatest good because ultimately, to solve 
this problem, the local citizen has to eee 

Mr. Rarns. There is no question about that. 

Mr. Suarruck. He has to take an interest, and most of the funds to 
do it are going to have to be put up by the property owners, themselves, 
and very rightly should be put up by them because they are the ones 
in the long run that are going to benefit. 

Mr. Rarns. Mr. O’Hara, he mentioned your city. I thought you 
might have some questions. 

Mr. O’Hara is from Chicago. 

Mr. Suarruck. Fine, I have been there several times. 

Mr. O’Hara. Mr. Marlow, I think it is unfortunate that you used 
Chicago as an illustration. I have been here in Los Angeles observing 
your situation here, and your problems, and I have found that they 
are different from our problems. I have come with an open mind 
seeking information. Now, vou are a long way from Chicago, yet 
you make references to the Chicago situation concerning which I take 
it you know very little. 

What we are performing in our major cities of the North is a 
major surgical operation. Because of the changed conditions of an 
industrialized and motorized world, we have to rebuild our cities. 
It is not easy. But in each locality well-intentioned people are giving 
serious study to the many problems involved. In a major surgical 
operation there always are dangers that study, counsel, and caution 
can minimize. I think Chicago has done, and is doing, a tremendous 
job. We do clear entire areas to make new paths to modern living. 
That is progress. Sometimes, with the bad buildings, we are forced 
to destroy the good and costly ones. We did that when we built our 
superhighways. 

I happen to be one of the attorneys for the city of Chicago at the 
time. We paid as much as half a million dollars for a fine building 
that had to go in order to make way for the superhighway. We did 
not want to destroy such buildings, but Chicago, in the new conditions 
that had come, could not live and keep pace with progress without 
superhighways. 

Now, we are facing the same situation in regard to areas that have 
become, well, what we call slum areas, and I don’t particularly lke 
that because it isa very inclusive term. Now, let me give you a picture. 

In this area that you are speaking of we are destroying a lot of 
good buildings, and a lot of bad buildings, and we are replacing them 
with well-thought-out and well-planned buildings. For instance, one 
block is being given entirely over to a hospital, others to schools and 
universities, some to public housing sites, different kinds of struc- 
tures, so we envision in the future the kind of city that, according 
to our planning, will be beautiful and practical, an ideal place in 
which to live and work. 

Now, of course, that is costing money. I hope you do not begrudge 
Chicago what is needed. We recognize in Chicago that Los Angeles 
is one of our great industrial competitors. We think wholesome com- 
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petition among the industrial cities of our Nation is all to the good. 
It happens that the Internal Revenue Office for Chicago and northern 
Illinois collects more money than any other office of the country, and 
I might remind you that great sums of this money has gone to build 
up Los Angeles. 

Without these public works, made possible by appropriations of 
Federal money, Los Angeles still would be a secondary city. We are 
happy at the growth of your city, but I would question your right to 
say that Uncle Sam should not give money to help other cities, and 
especially point out Chicago. 

Mr. Martow. Mr. O'Hara, I want you to know that we are speaking 
one big-city man to another big-city man, and I do not want to feel 
jealous about any money that has been spent in Chicago, but looking 
at the thing nationally, I just simply wanted to make the point that 
there is not enough money in the Federal Treasury, and there is not 
enough ability to get it out of the taxpayers to do the kind of job you 
are talking about all over Chicago, all over New York, all over Los 
Angeles, and all over every other city in the United States. 

The Federal Government did not pay for those freeways in Chicago, 
did they ¢ 

Mr. O'Hara. Some people tell us there is not enough money in the 
Federal Treasury to go along with these irrigation projects. We 
haven't any of them in our area, but we support them. We think they 
are fine, and if they help build up one section of the country we 
think benefits come to all sections. What I am objecting to is that 
when it comes to the needs of Chicago you say there is not enough 
money. 

Mr. Martow. I say there is not enough, and it is not the philosophy 
of American democracy that they should. These local areas can take 
care of themselves with private money and private means, and they 
can maintain and rehabilitate them the same way they have built them, 
and that is with private money. 

Mr. O'Hara. Let us get down to the facts. You say that the local 
community can shoulder the cost burden. Next to the Federal Gov- 
ernment the State government takes in the most tax money. Not much 
is left for municipal governments, which have very heavy expenses. 
In Chicago, out of every tax dollar over half goes for the schools. We 
have police, we have firemen, all of the things that make it possible 
for millions of people to live together in one community. 

How can the municipal government take on anything more? 

Mr. Martow. No; not the municipal treasuries, the private-property 
owners. 

Mr. O'Hara. All right, the private-property owners. Doesn't it all 
add up to the same thing? Most of our funds for municipal expendi- 
tures come from the real estate tax. 

Mr. Marrow. There are some planners who are beginning to think 
it is a virtue in trying to make a big citv smaller than there is in try- 
ing to make a big city bigger. That is a philosophy I would sub- 
scribe to. You will hear more and more about that, and people 
will live in a better environment, instead of cramming them in like 
ants. 

Mr. O'Hara, I expect Chicago to continue to grow in population. 
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Now, Chicago we are looking forward to the development of the St. 
Law rence Ww ater way, and our inland water system. We very definitely 
believe that Chicago will be the first ocean port in the world, and 
certainly the first city of the world. That is our vision. We are very 
sure we are not rainbow gazing. 

Mr. Suarruck. We are willing to concede that Chicago is a very 
great city, Iam sure. 

Mr. O'Hara, What we are all trying to do is to save our democracy 
by building up our cities, and expenditure of the necessary F ederal 
money for ‘that purpose will strengthen and benefit the entire Nation. 

Mr. Suarruck. I wonder about that one point. It seems to me 
that the thing that made this country the great country that it is 
was the fact that it was built by the individuals and by individual 
initiative, and without a lot of assistance and help except in the 
places where it was needed for the purpose of planning and direction. 

Mr. O'Hara. When I first went to Washington I heard that. 

Mr. Suarruck. When we start out on the theory that we are 
going to rebuild Chicago and rebuild Los Angeles, and it can only be 
done by grants and gifts, and with public money, then we are making 
the gravest error any people can make, and we are heading straight 
down the road to socialism if we do it. 

Mr. Rarns. It is not a matter of whether the Federal Government 
does every bit of it. What I was trying to do was find the role of the 
Federal Government as to where it could be best done. 

Mr. McDonoven. Mr. Chairman, I would like to say that Mr. Shat- 
tuck is a native son of a pioneer family and who has done business all 
of his life right here in the city of Los Angeles. Mr. Marlow is one of 
our first FHA administrators here, and is a developer and builder, and 
has seen the city grow, and is very familiar with the whole problem, 
so I would say that their judgment on these matters should be taken 
with a great deal of weight because I know both of them are sincere 
in their ‘beliefs and convic tions, and that they are interested in devel- 
oping this city to its ultimate usefulness for the people that live in it 
and for the purpose it may serve in the State of California and in the 
Nation. 

Now, you have a situation here that there may be a difference of 
opinion on, and that is to be expected because certainly there is no 
legislation that we ever passed in Washington that there wasn’t a 
difference of opinion on. 

The situation here in Los Angeles is so far different from the hear- 
ings we held in New York City. In New York City this committee 
was complained to and attacked by the State and city officials because 
the Federal Government did not get in there with grants and aid money 
fast enough, and they were depending entirely on the Federal Govern- 
ment to do practically all of the job up there. 

In other words, they were telling us that since we pass slum-clear- 
ance legislation that we should clear the slums in New York City in 
a period of a year or two, and I said to the mayor, “You have had an 
opportunity to clear slums here for the last 50 years, and you have 
done very little on your own, and now you expect ‘the Federal Govern- 
ment to do the whole job.” That is the one attitude that one great 
city in the United States takes to slum clearance. 

Here you have a city that is different from New York City in many 
respects, and you men have seen it, that is very independent and very 
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jealous of its independence, and wants to do the job as much as it can 
itself. 

Now, we have three projects here on slum clearance. There are dif- 
ferences of opinion on it. We have heard the building engineer, who 
tells us that there are about 50,000 condemnations or alterations and 
improvements for the safety and sanitation of unlivable quarters in 
Los Angeles which will improve the city a great deal. I think this 
committee should seriously consider any appeal on the part of any citi- 
zenry here who will say, “We don’t want too much Federal money in 
our projects, but if we have areas that we need it we want our share 
of it to worl 1.” 
_ Bunker Hill is one. Ann Street project is another. The Temple 
Street project is another. 

But I presume from what I have heard that Mr. Marlow and Mr. 
Shattuck are both very much interested in the development of Cali- 
fornia and Los Angeles. They want to see that the city itself does 
the job as much as it can without the Federal Government coming into 
interference. 

Now, I hope I have summed up the situation, but I think we are in 
a slightly different position than we will find in New Orleans, in St. 
Louis, in Chicago, and in New York City. 

Mr. Rarns. Youare correct. You sum it up right. Of course, what 
this difficulty came up about—not difficulty, but difference of opinion, 
was a matter of basic philosophy that exists in same places and others. 

As you say, I would like Los Angeles to do it by private enterprise, 
if they can, and every city that can. But we are trying to find out: 
This city has insisted, more than any other city I have ever been in in 
the United States, that we can do it on our own. 

Mr. Suarrvck. I think Gil Morris, in the program he has started 
here in the city, is demonstrating what we have in mind; that back 
behind this whole problem of slums is the question of conservation 
of neighborhoods, conserving what we have, not letting them get to 
the point where they deteriorate into slums, and one of the reasons why 
that has happened in cities is because progressively we have left them 
behind. We have left them with less favorable opportunity for financ- 
ing, less favorable opportunity for getting money for repairs, and we 
must do something to correct that, and the reason for our tax sugges- 
tions in the statement that Mr. Marlow read are that we believe that 
with some incentive of that kind that it would be a temptation for 
capital to come back into those areas and do the job that needs to be 
done, because they have all of the facilities, and they have all of the 
utilities, and those things which are costly, and with transportation 
problems becoming increasingly more aggravated in all cities, every 
advantage points to a return to the centers of those cities if the proper 
incentives, the proper methods of approach, are used. 

Mr. McDonoven. Another example of the indepence of Los 
Angeles and California is where other cities throughout the United 
States were clamoring for public housing, this State and this city 
and this county voted against any further building of public hous- 
ing and said, “We don’t want any more.” 

Mr. Apponizi1o. I can appreciate that, Mr. McDonough, but again 
it is the same old situation. When you talk about Los Angeles, you 
are not bringing up a situation that is comparable to the city that 
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I come from, to a city like New York or Chicago. Because first of 
all your big influx of population only came in here in the last 25 or 
50 years These cities have been overcrowded for mi ny many years, 
and there is no place for them to go, and they have to tear down if 
they want to get rid of these slums. 

Mr. Suarruck. But one of the fatal weaknesses in New York, and 
I have been in New York and Chicago—I think many of the things 
we are talking about here, many of the leaders in Chicago look at it 
a good deal as we do, at the bottom of this whole thing, and that is 
where I can say the Federal Government can do a big job. They did 
a good job of educating us on our old faults in our mortgage system 
until we corrected them. And they can do a big job in this urban 
redevelopment field 

Mr. Apponizio. No one takes any difference with what you say. 
You are talking about the ideal situation. Unfortunately, you don’t 
reach that point. 

Mr. Swatruck. New York and Chicago suffer from the same things 
most of us suffer from. We haven’t yet devised in our cities or made 
the public reach the point where they demand that property owners 
themselves clean up a lot of these bad situations at their own expense. 
They are the ones that are violating the law. 

Mr. McDonoveu. That is right. 

Mr. Suatruck. Take the profit out of slums and they will soon go. 

Mr. McDonoveu. It should be a continuing program, and it 
shouldn’t be allowed to accumulate, and there isn’t any question in 
my mind and in the minds of many people throughout the United 
States that politics has entered into the question to prevent the im- 
provement of many of the unlivable homes and unsanitary homes in 
many of these cities of the United States. 

I don’t think we have had too much of that sort of thing in Los 
Angeles. I think we have neglected to a large extent a lot of the 
improvement of the homes and the slum areas because we have been 
interested in developing new sections of the city, but in certain other 
cities there is politics involved that really ought to be cleaned up. 

Mr. Suarruck. Well, we don’t permit today in any State jalopies 
on the highways. If a car gets to a certain point, they either fix it 
at the owner’s expense—they don’t require any State, Federal, or 
municipal subsidy—they say, “Either fix it or t: ake it to the junkyard, 
because it is endangering life and health.” 

Is there any reason why a property ewner, who has the privilege 
of ow ning property in this country, shouldn’t meet the same require- 
ments? Why should he be permitted to make a profit out of clunkers 
and junkers that ought to be eliminated ¢ 

Mr. Barrerr. I just want to say this, Mr. Shattuck: Congressman 
McDonough ‘mottos out a very significant point. He said you are a 
native Californian. We have been here, at least I have been here, 4 
days, and you are the only native I have met. But your argument 
on the jalopies seems to defeat the statements you are making here. If 
we take those jalopies off the highways because of their danger, why 
isn’t it just as important to take these blighted areas out of circulation 
because they are just as dangerous / 

Mr. Suarruck. All right, take them out of circulation, but let the 
property owner take it out at his own expense. 
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Mr. Barrett. There is a great difference between California and 
New York and the other eastern cities and States. You use the word 
“bulldozer.” Now, back in the east we need a bulldozer to eradicate 
the blighted areas. I observed out here all you need is a vacuum 
cleaner. 

Mr. Marrow. I would like to make this point : 

Naturally in Los Angeles we talk about Los Angeles, but in this 
conference we are trying to think nationally. Now, unfortunately, 
there is built into this kind of program a sort of demand. For ex- 
ample, our former mayor went back to Washington and hammered on 
the table and said, “Los Angeles has got to have its share.” 

Now, unfortunately, there is built into this kind of program that 
attitude, that the minute the Federal Government hangs up a $2 
billion or $3 billion price for something, everybody immediately 
clamors for his share. So unfortunately there is built into the very 
program that sort of thing to spend and spend and spend and spend. 

Now, I know you gentlemen are out here trying to get an answer, 
and I don’t think any of you are wildeyed about it. I think, however, 
we always, all of us, have got to continually remind ourselves of the 
fact that we are trying to balance our budget nationally, and that 
there is a limit of how many billions you can use for even what we 
will call good problems. This kind of money can only be spent 

Mr. Apponizio. I would rather see the money taken out of some 
other program rather than this one. 

Mr. Martow. Your Honors, I just don’t believe that you can show 
mathematically that there is enough money that can be obtained in 
the Federal Treasury from taxpayers to do the job all over the United 
States. 

Mr. Apponiz1o. That is no reason for our not starting it, and it 
has been well established that private enterprise won’t do the job. 

Mr. Mariow. We are not saying stop the program. We say go 
ahead with the program, but confine these grants for losses to the 
most violent areas of blight. 

Mr. Apponizio. Congressman McDonough says that the city of Los 
Angeles doesn’t want it. That is fine. If you don’t want it, don't 
come and ask for it. 

Mr. Martow. We don’t want the Federal Government to have a 
program to hang up this kind of prize for other areas in the United 
States, because the taxpayers can’t afford it. 

Mr. Asuiey. What is this prize you are speaking of? Is it that 
the Federal Government has recognized a human problem and human 
need not being met under our private enterprise system at the present 
time, with the result that some 20 percent of the hearts of our cities 
are now blighted areas and worse? This is a problem that the Federal 
Government has recognized. It has appropriated moneys to try to 
correct the problem. Now, is that the prize that you are speaking of ! 

Mr. Suarruck. I would like to answer that this way: 

I think we have gotten toa point of misunderstanding here. 

Mr. Asuiey. We certainly have. 

Mr. Suarrvck. I think that we will agree, as I said before, that 
this is a concern of the Federal Government, and properly so. The 
only question that comes up is how are you going to fix that situation 
where 20 percent, we will say, the lower 20 percent of our housing 
supply is involved. All of that 20 percent need not necessarily be 
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destroyed or razed. Usually slums are in pockets, and because of 
those pockets, that blight spreads to adjacent areas, and the thing to 
do is to get rid of those pockets. When we take these great areas of 
« hundred acres or more, we frequently, in order to get 1 small pocket, 
spend 4 or 5 times as much of that limited amount of money that we 
have as should be expended to accomplish what we have in mind. We 
should go after those pockets on a neighborhood conservation basis. 
You will get the sore spot out of the rotten apple, and then let 220 
and others come in after the cancer has been removed from that neigh- 
borhood and build it back to health. That is the only way you are go- 
ing to accomplish this problem. Otherwise, you will have one or two 
spectacular projects in a city that are wonderful to look at, people can 
take pride in seeing them, but on the fringes will be this cancer still 
growing, and instead of 20 percent of the people being corrected, 
maybe 4 or 5 percent will be, and the others will remain there to suffer 
and fall deeper into decline. 

Mr. McDonouen. Mr. Chairman, I would like to say, Mr. Ashley, 
that insofar as California is concerned and the California delegation 
in the Congress is concerned, you know as well as I do that we sup- 
ported the House bill, the amendments to the housing bill that pro- 
vided for slum clearance, so there is no resistance as far as California 
is concerned to provide slum-clearance money to clear the cities all 
over the Nation. 

There is another point that seems to be missed which I think should 
be observed : 

The slums that you speak about, the slums we are talking about, 
the slums we found in New York City were originally the respon- 
sibility of the city itself; that they themselves neglected it. They have 
neglected it for so long that it has become a Federal problem and a 
Federal responsibility. ‘These men say that because it is the city’s 
responsibility, the city should clear itself up. You people in many 
other parts of the United States feel that since the Federal Govern- 
ment has set up a half billion dollars for this purpose, they should 
go to the Federal Government, and ask for it. 

We have been developing over the years a centralized government 
to go to Washington for everything, and the question is whether we 
should continue to do that or should we go back and take on our own 
responsibilities to clean up our own backyards. 

Mr. Rains. Wait a minute, gentlemen. Just a minute. This is 
not helping the hearings very much, very frankly. 

This is a basic philosophy. This committee is made up of Demo- 
crats and Republicans, and we each have our own opinions and what 
we would lke to have or what the chairman would like for the dis- 
cussion to get down to because our time is almost gone—we have to 
catch a plane in a few minutes, and we have another witness—is not 
those age-old debates we have had for many, many years, but to 
specification and recommendations, and you made some real good 
ones in your statement, but let’s don’t get on the basic philosophy. 

Mr. Marrow. I will be specific. 

Mr. Rarns. All right. 

Mr. Martow. Limit the amount of grant to any one Federal project 
to two and a half million dollars anyplace. Cut out this business of 
14, 15, and 50 million dollars in grants in one spot. It is ridiculous. 
You can’t afford it. This country cannot afford it. 
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Mr. Rarns. What about the 220 program / 

Mr. Martow. We think it is wonderful. We think you need a little 
more education. I think our FHA program has done a splendid job. 
They have been under a fine man, Mr. Lyon, but I think you need a 
better education in the city government, probably from the Federal 
level, to show them how to line up these areas that become eligible 
for 220. 

Mr. Rains. Here in Los Angeles you have not completed the pilot 
project, the first one, as to details. 

Mr. Marrow. You mean Bunker Hill / 

Mr. Rarns. No; Lam talking about a 220 problem. 

Mr. Marrow. No, we haven’t, and we should do a better job. The 
city has been delinquent about getting started on it. I think maybe 
Federal agents could be helpful to educate local city authorities on 
this matter. I think the city authorities all over the country have 
sadly neglected the problem. 

Mr. Ratns. They are lost on 220 because they don’t know exactly 
what to do with that. 

Mr. Martow. I think it takes a little education to get it under way 
at the local level. 

Mr. O’Hara. Mr. Chairman, I would like to ask just one or two 
questions here. 

Mr. Ratns. All right, Mr. O'Hara. 

Mr. O’Hara. You said that this program is beyond Uncle Sam’s 
ability to pay. Are you advocating the junking of the CCC prograin 
and letting the farmer take care of his own troubles? I want to find 
out just how far you are going. 

Mr. Suarruck. That is rather foreign to the subject of housing. 

Mr. O’Hara. You brought up the question that we can't afford this. 

Mr. Suatrruck. We are talking about whether Uncle Sam can afford 
to pay for clearance of mass areas, both good and bad buildings, simply 
to create a new neighborhood environment according to some archi- 
tect’s idea of the way it ought to look, and we say that in our 





opinion 
Mr. eer Oh, no; the statement was made that Uncle Sam can’t 
afford it. Can he afford the CCC program or would you junk that ‘ 


Mr. MclI er cu. Youcan’t afford a lot of things with a $260 billion 
debt. 

Mr. Suarrvuck. It depends on your philosophy. I happen to be a 
Democrat myself, but I still think we ought to be cautious. 

Mr. O'Hara. You say it should be curtailed because we haven't got 
enough money ‘ 

Mr. Rarys. Gentlemen, I will have to cut this off. We have just 
been informed there is a storm closing in on this place, and we have 
to get across the mountains. I am sorry, but we—I would like to ask 
you to send us any additional recommendations you may have. Ad- 
dress them and mail them to the committee. We will include them 
with your statement, and sometime when you come to Washington, 
when we have got the whole day, we will discuss all of these problems 
that we got into this morning. It would be very interesting and very 
enlightening. 

appreciate your coming, gentlemen. Actually, there is not too 
much difference. 
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Mr. Apponiz1o. Just a question of how much. ; 

Mr. Martow. You have a Democrat and a Republican both right 
here. 

Thank you very much. You have been very kind. 

Mr. Rarys. Our next witness is Mr. Bernard S. Jefferson, president, 
Los Angeles Urban League board of directors. 

Come around, Mr. Jefferson. 

Mr. Jerrerson. Thank you, Mr. Chairman. 

Mr. Ratns. Have a seat and identify your self for the record. You 
will have to summarize this statement. 

Mr. Jerrerson. That is true. 

Mr. Rains. We will put the whole statement in the record and let you 
summarize it. But we haven’t much time to go. 

You have a very distinguished name, so identify yourself for the 
record and proceed, 


STATEMENT OF BERNARD S. JEFFERSON, PRESIDENT, LOS ANGELES 
URBAN LEAGUE BOARD OF DIRECTORS 


Mr. Jerrerson. My name is bernard 8. Jefferson. I am an attorney 
at law and president of the Los Angeles Urban League. 

I am making the statement here on behalf of several organizations, 
the Western Regional and the Los Angeles Urban Leagues, the Los 
Angeles branch of the National Association for the Advancement of 
Colored People, and the Los Angeles County Conference on Com- 
munity Relations. 

I first want to say on behalf of these organizations that we are 
appreciative of being able to appear before this committee and to 
present to you the problem of the nonwhite housing situation as it 
exists in the metropolitan Los Angeles area. 

I would say that if there is one significant fact which stands out as 
far as the nonwhite housing situation in Los Angeles it is the cardinal 
fact that there are many barriers which face the nonwhite persons in 
seeking an equal access to the available housing supply. 

Now, in discussing these barriers to equal accessibility, I think the 
problem breaks down into four categories, first, that of land use and 
assembly; second, that of financing; third, the problem of builders; 
and fourth, and finally, that of marketing. 

With respect to land use and assembly, there is no question about 
the size of Los Angeles County and the land that is generally available. 
It contains more than 4,000 square miles, equal to the State of Con- 
necticut in size. We have excellent county and city planning commis- 
isons and skilled work has gone into the planning. However, it is 
unfortunate but planners treat population purely as a statistical entity 
or a numerical total, and the planned communities, instead of being 
related to satisfying the needs of the total population, actually wind 
up, gentlemen, in being geared to the needs and demands of the Cau- 
casian population. 

Regardless of the plan, what has actually happened has been a con- 
centration of minority groups in the central part of the city of Los 
Angeles. The planning people do not like this because it thwarts 
in a way their ideas of mobility of popualtion, but nevertheless, the 
planning commissions are powerless to a great extent. They can 
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merely indicate the use to which land is to be put, the type of facili- 
ties that are to be placed there, but the decision as to who will reside 
in a particular area is left up to the housing industry itself for the 
major part, and from the very beginning then as to land use they find 
that the minority group becomes frozen out at the first stage of the 
game in the matter of the control of land. 

Let me illustrate this by just one example: 

In the San Fernando Valley we have an area containing approxi- 
mately 212 square miles. Seventy of these square miles have been 
zoned for residential use, and the population in 1953 was 455,872. An- 
other half-million is expected in the San Fernando Valley by 1970. 
There is merely a scattering of nonwhite families in these valley com- 
munities. The concentration of nonwhites, mainly Negroes, is in one 
area in the San Fernando Valley, namely, what is known as the 
Pomona area, and in the space of a few years what has developed there 
is what we may call simply a Negro town, approximately 2,000 tract 
homes there in the spring of 1956. Here you have an area of 70 square 
miles dedicated to residential use, and yet of that only a minimum 
portion is populated by the Negro or nonwhite families. 

Let me briefly, for example, also consider the same problem in sur- 
rounding suburban areas of Los Angeles. We will take 12 of them, 
for example, all suburban areas surrounding Los Angeles, North Hol- 
lywood, including Studio City, Englewood, Lynwood, Bell Gardens, 
Huntington Park, South Gate, Eagle Rock, Montibello, Whittier, 
Covena, E] Monte, Van Nuys, these are 12 communities that have been 
very successful in limiting the immigration of nonwhite families to 
those areas. The 1950 population shows a total in those 12 commu- 
nities of 593,857 persons, of which, gentlemen, 673 are nonwhite. This 
is a clear picture of what has happened as far as the nonwhite 
population is concerned in the outlying areas. 

I want to leave 2 maps with the committee, because I think these 2 
perhaps present graphically more than anything else the picture of 
Los Angeles and its nonwhite population. I think you can see a map 
which shows a lot of blue dots. 

Mr. McDonoven. You better bring it over here in front of us. 
That is too far away. 

Mr. Jerrerson. Here is a map put out by the city planning com- 
mission of 1953. The larger dots represent 1,000 persons. This con- 
stitutes the Negro population as it is centered in Los Angeles. 

Mr. McDonoven. This is the county of Los Angeles [indicating | ? 

Mr. Jerrerson. This is the central part of the city of Los Angeles 
[indicating]. i 

You will note in 1953, from a special population census, the Negro 
populat ion was 299,000, whereas in 1940 it was 63,000. : 

These are central areas, general areas, central Los Angeles, the West 
side. immediately contiguous, and here is what is known as South 
Los Angeles, which represents the concentration of the minority 
population. nb 

Mr. McDonoven. Now, the point of showing us this is what, Mr. 
Jefferson ? pA 

Mr. Jerrerson. Now, I have a second map which is also by the city 
planning commission, which indicates that in 1954 you have drained 
the city of Los Angeles of a total of 5,315 subdivisions, and these 
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are your tract developments that have taken place in the last 8 or 
10 years. 

Marked in the center in red is the same locality that represents the 
blue dots on the first map. I say that is a dramatic presentation of 
the containment of the Negro population within the center of Los 
Angeles. 

Mr. Rarns. Is that Negro population entirely or is it other non- 
whites ? 

Mr. Jerrerson. It is the Negro population. 

Mr. McDonoveu. Is this other map minority groups as a whole? 

Mr. Jerrerson. This is simply the Negro minority. Although it is 
true that within these areas you have, for example, especially in the 
West Side area now a concentration of the Japanese- Americans. 

Mr. McDonovueu. And Koreans? 

Mr. Jerrerson. Yes, and also included in the area here, as indicated, 
would be Mexican-Americans. 

Now, one important part about the two maps is the indication that 
in spite of that tremendous growth in population from 63,000 in 1940 
to two-hundred-and-some thousand in 1953, there has been no spread- 
ing out of your Negro population at all. It has simply been a bulg- 
ing at the seams, so to speak, of that central area, with a slight ex- 
pansion in each direction, some expansion south, some expansion west, 
a thorough concentration on the East Side. 

Mr. Apponizio. Is that all substandard? 

Mr. Jerrerson. No, it is not all substandard, but it does not rep- 
resent new dwellings. It represents the older portions of the city. 
Some portion of it represents, you might say, the slum blighted areas 
and substandard dwellings. 

Mr. Apponizio. Of course I am not familiar with that exact loca- 
tion in the town or the city. I was wondering if that would be part 
of the Bunker Hill area and other areas that have been mentioned. 

Mr. Jerrerson. Not too much of the Bunker Hill area. 

Mr. Apponizio. Any of the other that are mentioned / 

Mr. McDonovucu. No, none of the slum-clearance projects are in 
the thickly populated nonwhite areas. 

Mr. Jerrerson. You are correct on that. 

Mr. McDonovugn. As a matter of fact, I don’t think we have too 
much slums, so-called; we have some substandard dwellings, but not 
too much slums in the city of Los Angeles. 

Mr. Jerrerson. Well, it is a question, of course, of degree. 

Mr. McDonovucnu. Exactly. 

Mr. Jerrerson. To what extent you are going to say it is a blighted 
area and not a slum area. But it does represent certain substandard 
conditions as contrasted with what might be nice housing. 

Mr. McDonoveu. What would you say would be the desire on the 
part of the nonwhites in the areas you have shown here to live in the 
new subdivisions that have been developed in the last few years? Can 
you estimate the desire? 

Mr. Jerrerson. I think the desires of all people, including nm ‘inori- 
ties, is the ability to obtain new housing where they have the money 
to obtain it. Insofar as that is the desire, I think it is not being 
met by this policy of containment which has been adopted by the 
housing industry. 
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Now, there are various problems of why they have not been able to 
get out into these outlying sections. I mentioned the matter of land 
use. Let’s take the problem of financing. That is one of the big 
methods of preventing this expansion. 

A prospective nonwhite home purchaser faces handicaps in obtaining 
financing in the mortgage market. Many lending institutions in 
metropolitan Los Angeles will accept no loans from minority borrow- 
ers. Others operate on a quota basis so that a specific lending institu- 
tion will say to a prospective borrower, for example, “We cannot take 
such a loan now because we have all of the minority paper that we 
can take at this time. 

Mr. McDonoveu. Even if the man’s credit is good ¢ 

Mr. Jerrerson. Yes. You still, of course, have a bugaboo which has 
been disproved. There is a belief by some, for example, that the in- 
troduction of the nonwhite family into a neighborhood will depress 
property values. That has been completey exploded, and yet relators 
and lenders are still following through with that type of situation. 

The matter of financing hasn’t been helped to any great extent, 
gentlemen, by the voluntary home mortgage credit program. That 
program simply has not worked successfully in the past year as far as 
the minority homeowners or those seeking homes desire. Only three 
tracts have been submitted to the VILMPC in the southern California 
area, and they are all located in Pomona, which, as I have indicated, 
has been strictly a Negro town. 

Mr. McDonoveu. Mr. Jefferson, has there been any joint white 
and nonwhite tract developers and subdividers who have attempted 
to build a tract that will integrate the races ¢ 

Mr. Jerrerson. There are those who have tried. They have been 
met with— any time a builder, who, for example, has desired to build 
an open-housing tract, where you are going to have integrated home 
ownership, then he is met from the very beginning by various pres- 
sures: One, for example, is the lending institutions. The moment he 
indicates that, then the lending institution begins to draw back, take 
a lot of time, say, *We have got to do a lit of research on the problem,” 
and he has not been able to do so; has not been able to get the financing. 

Another thing is the matter of location. The moment they talk 
about location, the builders put pressure that you cannot put this 
tract near another new all-white tract, because you are going to meet 
the pressures and the fact that the white tract owners will not want 
a mixed tract near them. So you get then the pressure of the other 
builders, too, against a builder who says, “I want to put up a tract 
which is going to be open to all Americans.” 

Then the takeout loans become difficult again where you are going 
to have a tract which a builder says is going to be open to all persons, 
so the builders who have desired to build such housing in the Los 
Angeles area for the major part have been stumped. 

Hlowever, we can say this: There is a positive factor, and that is 
that there are builders and a growing number of them, who believe in 
this type of Americanism and who desire to go into it and will attempt 
to tind the financing if it becomes accessible and available. 

Mr. Barrerr. Are they nonwhite builders? 

Mr. Jerrerson. Not altogether. There are white builders who seek 
to build such tracts. 
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Mr. McDonoveu. Didn’t Mark Taper do a lot of minority building 
here ¢ 

Mr. Jerrerson. My recollection is that Mark Taper did, but the 
building has been strictly for minorities in an area which was deti- 
nitely scheduled for that. I think Mark Taper built in south Los 
Angeles. 

Mr. McDonoven. Oh; it was a segregation project, then? 

Mr. Jerrerson. Yes; a segregation project. 

I think one such was on Avalon in the south Los Angeles area, 
going toward Watts and Compton. So that is the desire of builders 
who desire to confine land and put up a housing tract. 

Then, of course, there is the marketing problem. Of course, that is 
a very severe one. That is the point that, regardless of the fact that 
the minorities are able to purchase and to build and want to build 
new homes, od simply cannot find sellers who are willing to sell. 
That is the reason that in all of these subidivisions surrounding Los 
Angeles you simply have no nonwhite population because even though 
the | Supreme Court in 1948, of course, knocked out the validity of 
restrictive covenants, nevertheless you have a concerted effort on the 
part of sellers, real-estate brokers, lending institutions, and others 
with a so-called, you might call it, implied understanding that they 
simply won't sell or they won't lend at the same rate, so that the 
pressure is there to prevent the inmigration. 

Mr. Barretrr. May | ask you this question / 

What solution would you offer to correct this condition ? 

Mr. Jerrerson. There are several recommendations which I think 
you will find beginning on page 13 of this presentation, that I think 
Will aid in the solution of this containment problem in Los Angeles 
and other cities as far as the minority population is concerned. 

Mr. McDonoveu. Suppose you read those. 

Mr. Jerrerson. First we recommended that the Housing Act should 
be amended to increase the loan-insurance commitment provisions 
on rental housing to the same level as the insurable loan amounts for 
sales housing. We believe that this will help because it will make 
the development of rental housing more attractive to builders and 
thereby increase the development of such housing at moderate rentals, 
and there is a large percentage of the minority population who would 
be able to take advantage of a rental housing situation if they were 
available. 

Second, we believe the Housing Act should be amended to provide 
for a ratio of downpayment to total cost, which does not exceed 5 
percent, for housing having sales prices from $10,000 to $13 000. That 
is the price level at which the present downpayment requirements 
affect most buyers in two ways: the proportion of downpayment is 
higher at this price level than at any other, and then it affects those 
people least able to pay. That would be a help to the minority 
population. 

Third, there a need for a congregational program which will pro- 
vide an ongoing program for the ‘building of low-rent housing projects. 
Specific ally, but not exclusively, the low-rent housing construction 
should have a direct rel: pao to the urban renewal programs now 
being developed in local ar 
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Four, the VHMCP should be granted the power to make direct 
loans to qualified applicants when private lending resources are unable 
or unwilling to accept them. 

Mr. McDonoven. Will you interpret that VHMCP? 

Mr. Rarns. That is the Voluntary Home Mortgage 

Mr. McDonovenu. Oh, yes. 

Mr. Jerrerson. Five, in urban renewal and redevelopment pro- 
grams, ample and stronger provisions for relocation assistance should 
be given to the onsite tenants. 

Six, that FHA- and VA-insured loan guaranties should be denied 
or withdrawn where race, creed, or national origin is used as a basis 
for rejection or acceptance of applicants for tract construction or 
individual homes. 

Seven, Congress should investigate thoroughly the practice of inter- 
est rates that reflect a discriminatory pattern based on race and other 
types of practices which penalize builders when constructions are 
designed for the open market. 

Now, we believe that these are actions which can be taken by the 
Congress and which will aid materially in breaking up the ghetto 
practices and the ghetto situation in Los Angeles and other cities, 
where your minorities are compelled to live within the central area 
and are denied access to the new tract developments which surround 
the city and which we call the suburban areas. 

Mr. O’Hara. Which do you regard as the strongest of those 
recommendations ¢ 

Mr. Jerrerson. I believe that No. 6 would be the strongest if there 
would be real teeth put into the law, which would prevent builders 
and developers from using Federal funds as a basis for putting up 
housing which will be denied to minority Americans. 

Mr. O'Hara. What teeth would you put in? 

Mr. Jerrerson. I think you could require, for example, that all 
builders or developers sign or execute a covenant that if FHA-insured 
or VA-insured loan guaranties are to be used, that housing will be 
completely open to all persons who desire to buy, and that if there 
is a violation of that covenant, then that the loan guaranty would 
be removed and that that developer or builder would not be able to 
obtain future FHA and VA insurance. 

Mr. O'Hara. We have found in New York, for example, where they 
have a State law, effective July 1, that prohibits any discrimination 
at all, they are ignoring the State law and they are making it difficult 
to find out who does practice these discriminations, whether it is the 
governmental agencies, the builder, the promoter; they switch them 
all around. 

Mr. Jerrerson. There is no question that the discrimination—— 

Mr. O’Hara. Now, what kind of legislation would you advocate 
that could specifically meet that situation ¢ 

Mr. Jerrerson. I realize that there is a problem there in ferreting 
out the type of discrimination as to whether it is going to come from 
the lender, whether it is really coming from the builder, whether it 
is coming from the attitude 








Mr. O'Hara. It ends up they don’t accept the applications of the 
nonwhites. 

Mr. Jerrerson. However, if you had written into the law that 
every builder and developer had to agree before the project was able 
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to obtain the VA or the FHA guaranty that he could not discrim- 
inate in the sale of that property, and with the teeth that the loan 
guaranty would be withdrawn and he would be precluded thereafter 
from obtaining such, I believe that would be a great help. 

I am not saying it would be a final solution, because I don’t care 
what kind of law you have, there are always people who can figure out 
ways to evade it. I have been in the practice long enough to know 
that. There isno such thing as an ironclad law. 

Mr. O’Hara. Well, I have been impressed by your use of statistics, 
and I think you must do a great research job. 1 wonder if you have 
compiled nationwide figures of the number of nonwhite in the per- 
sonnel of the Housing Administration. Have you such figures / 

Mr. Jerrerson. I am not sure whether or not the Urban League has 
such figures or not. 

Mr. O’Hara. I would suggest then that the Urban League might 
profitably compile figures as to the number of nonwhite employees in 
all of the governmental agencies. 

Now, I am informed that in CCC there are very few nonwhite in the 
personnel, 

Mr. Jerrerson. I think we can assume that that is true, even with- 
out any figures. 

Mr. Rains. Mr. Jefferson, I haven't had a chance to read this state- 
ment thoroughly, but I will say to you personally that it looks like 
one of the finest prepared statements I have ever read. I like it 
because you are specific with your recommendations. I wish we had 
plenty of time to go into all of the facets that we have in your state- 
ment. I want you to know that the committee deeply appreciates your 
coming, and this will be included in the record along with your 
statement. 

Mr. Jurrerson. As I say, I appreciate the opportunity, and the 
organizations which I represent have always made an effort to try to 
be objective and to present facts and recommendations which are 
sound. 

Mr. Ratns. They have appeared before us in other cities and they 
have done a good job. 

Mr. Jerrerson. Thank you very much. 

(Mr. Jefferson’s written statement follows :) 


STATEMENT SUBMITTED BY BERNARD S. JEFFERSON, PRESIDENT, LOS ANGELES URBAN 
LEAGUE, ON BEHALF OF WESTERN REGIONAL AND LOS ANGELES URBAN LEAGUES, 
NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLORED PEOPLE, LOS ANGELES 
COUNTY CONFERENCE ON COMMUNITY RELATIONS ON THE LOS ANGELES HOUSING 
SITUATION AS Ir AFFECTS THE NONWHITE POPULATION 


The organizations submitting this statement wish to acknowledge the privilege 
of appearing before the House of Representatives Subcommittee on Housing, 
and express appreciation for the opportunity of presenting what could be termed 
“a case history on the plight of nonwhite families in their search for adequate 
housing.” 

INTRODUCTION 


The scope of our presentation is primarily limited to a reporting of conditions 
affecting, and barriers to, equal accessibility to the housing market on the part 
of the nonwhite minority. We give recognition to the varied factors—politico- 
economic and cultural—that impinge on and determine the nature and com- 
plexion of the housing industry. Specifically, our discussion of the nonwhite 
housing problem is treated under four categories: (1) Land use and assembly; 
(2) financing; (3) the builder or the production factor; (4) marketing, or the 
problems relating to sales. 
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We also make brief mention of the problems that beset the minorities as they 
attempted to find homes upon the termination of Lanham Act war housing. 
This is related to anticipated problems that conceivably will be a part of the 
urban renewal and redevelopment programs. 

We have included some population statistics in an appendix that we believe 
round out and give substance to our presentation. 


BARRIERS THAT FACE THE NONWHITE IN SEEKING EQUAL ACCESS TO THE AVAILABLE 
HOUSING SUPPLY 


A discussion of housing that is clear and coherent is a difficult and formidable 
task. The housing industry is a highly complex one which is also susceptible 
to a number of external factors that have a bearing upon it. There are the 
factors of customs, mores, folk habits, intertwined with individual and group 
prejudices based on race, nationality, and religion. Added to these, and but- 
tressing them, are legal sanctions, judicial interpretations, and administrative 
rulings of the housing agencies set up to administer the Government’s program 
in housing. Further added are the economic concepts, such as homogeneity, 
which are emotional judgments that have been equated into economic values. 
Within and ensuing out of this complex system of societal arrangement, are 
the present discriminatory and segregational patterns that exist in varied forms 
in the American community. It is against this background that our picture of 
the nonwhite minority situation with respect to housing is given. 

The housing industry is not an organized industry in the sense of other in- 
dustries. It has many segments and is made up of a multiplicity of independent 
units. Different from other industries, it has no central control. It attempts 
to regulate itself through voluntary associations such as the home builders, mort- 
gage bankers, real-estate associations, etc. The housing market, like the industry 
itself, also has no central facilities, possesses no uniform commodities, and reflects 
the lack of the organizational patterns which typify other markets. it might 
be said to be a composite of disjointed segments relatively independent of one 
another. 

For instance: 

Land—Stationary, nonreproducible, and permanent. It cannot be moved to 
meet a distant demand. 

Money.—A commodity in a highly competitive yet well-organized market; its 
flow, essential to the operation of the housing market, must be obtained through 
competitive bidding within that market. The money market is highly sensitive 
and manipulative and the ebb and flow of the supply is not determined by housing 
demand factors alone, but by other factors pertinent to the welfare of the Nation 
and the stabilization of its economy. 

In addition.—Discount rates, terms of mortgage insurance, liquidity prefer- 
ences, and investment policies of financial institutions may increase or decrease 
the flow of money within the housing market regardless of the nature of the 
housing demands. 

Consumers.—Are not too well informec and ingrained psychological factors 
may determine the strength and characteristics of the housing demands, inde- 
pendent of other more measurable determinents. 

When one views all of these factors it is easy to understand that we are dealing 
with the largest uncoordinated industry in the American economy. 

In discussing the barriers to equal accessibility to the supply, we wish to 
present this picture under four categorical headings: (1) “Land Use and 
Assembly”; (2) “Financing”; (3) “Builders”; (4) “Marketing.” 


Land use and assembly 


The county of Los Angeles contains more than 4,000 square miles. It is equal 
to the State of Connecticut in size. There is an excellent county and city plan- 
ning commission. Both planning groups are involved in creating master plans. 
Great care and skillful planning has gone into these plans, in terms of proper 
residential and industrial zoning, shopping centers, schools, recreation parks, 
and playgrounds. Unfortunately, the planners treat the population purely as 
a statistical entity, a numerical total. Thus, these planned communities instead 
of being related to satisfying the needs of the total population, wind up being 
geared to the needs and demands of the Caucasian population. 

This does not mean that the planning commissions are not cognizant of what 
is happening to the minority groups. They are, and they have created elaborate 
population maps to show the location of the minority groups and the direction of 
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their population movement. We could add also that the planner is unhappy 
about these concentrations because they distort and cause a breakdown in the 
master plan. The planner is licked because his plan is based on the free mobility 
of people. He merely indicates the use to which the land can be put and the 
type of facilities that can be placed upon it. The decision as to who will reside 
in a particular area is left up to the housing industry itself. Thus it is that we 
can say that the nonwhite minority group is frozen out at the first stage of the 
game, viz, in the control of land use and its assembly. 

Let us illustrate this in a more graphic way. For instance, the San Fernando 
Valley contains 212 square miles. Approximately 70 of these square miles have 
been zoned for residential use. The population in 1953 was 455,872. Another 
half million is expected by 1970. There is some scatter of nonwhite families in 
these valley communities; the total number exceedingly small. The concentra- 
tion of nonwhites, mainly Negroes, is in the Pacoima area. In the space of a 
few years, since 1953, what amounts to a Negro town has been built. It is 
expected by the spring of 1956 there will be approximately 1,500 to 2,000 tract 
homes in this segregated town. Thus, of the 70 square miles set aside for resi- 
dential habitation only a small fraction of it is for nonwhites, and even that 
is limited to a carefully defined section of the valley. 

Another graphic illustration of the restriction against the movement of non- 
white families into many of the communities in Los Angeles County is shown in 
table I. 





TABLE I.—Mobility of Negroes into Los Angeles County communities? 


| 
Total population } 


: | "tein 
Community + - a - ’ 
95 





1955 2 1950 














North Hollywood, Studio City i 117, 500 90, 451 | 224 
Inglewood : ‘ 55, 500 47,377 35 
Lynwood. : 43, 500 | 38, 362 20 
Bell Gardens, Bandini_- 32, 500 30, 141 20 
Huntington Park, Walnut Park 40, 000 38, 700 16 


south Gate 


53, 000 51, 116 9 
Eagle Rock. 19, 500 18, 670 11 
Montebello, Pico 62, 000 39, 960 29 
Whittier_. ae Z 98, 000 50, 143 92 
Covina, Azusa, Baldwin Park 112, 500 46, 226 45 
El Monte, Rosemead 84, 500 70, 233 47 
Van Nuys, Sherman Oaks_- : 110, 000 72, 478 125 

Total ; ¢ : R28, 500 593, 857 673 


1 Source: Background for Planning, Research Department of Welfare Planning Council, Los Angeles 
Region, June 1955. 
2? Estimated. 











These 12 communities have been quite successful in limiting the in-migration 
of nonwhite families into these areas. The 1950 population shows a total of 
093,857 persons, of which 673 are nonwhite. The 1955 estimate is included merely 
to indicate that these communities are growing, some of them at a rapid rate. 
The obvious implication is that the nonwhite family is definitely being kept out 
of Suburbia. 


Financing 





In spite of the fact that studies have been made that point up the fallacy of 
the mythical concept, “the introduction of the nonwhite family into the neigh- 
borhood depresses property values,” much of the housing industry still holds to 
this view. This is an instance in which fiction has become fact. Recent meet- 
ings with businessmen, financiers, governmental agency heads, offer concrete 
evidence that they, too, find it difficult to relinquish this well-preserved and nur- 
tured concept. For instance, the head of a mortgage department of a well-known 
insurance company located in Los Angeles brought forth the following statement 
as his company’s policy: “Although we do not have a written policy, it is accepted 
that the company will not loan money on property to be purchased by nonwhites 
if the property is located in an area that is restricted. The company will con- 
sider loans only for areas that have been opened to the nonwhite, or in areas 


that are exclusively minority.” 
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The prospective nonwhite home purchaser faces severe handicaps when he 
enters the mortgage market. Many lending institutions accept no loans, while 
others seemingly operate on a quota basis. For instance, realtors or developers 
who have dealt regularly with a specific lending institution will often run into 
the statement, “We cannot take any more loans, since we have enough minority 
paper.” 

The difficulty of obtaining a mortgage is indicated in some figures taken from 
the Housing Market Report on the Minority Sector of July 1954, compiled by 
Belden Morgan, housing-market analyst with the Los Angeles insurance office, 
FHA. Mr. Morgan indicates a very positive picture in that 3,000 homes, mainly 
in minority tracts, have been secured for the Negro since 1950 to the date of 
his report in July. However, when this figure of 3,000 new dwelling units is 
compared with the total number built in that same time period (125,000), the 
picture is not nearly so positive. Again, to paraphrase Mr. Morgan, the build- 
ing of these homes resulted from spotlighting and dramatizing the plight non- 
white families were facing in securing housing. The negative factor inherent 
in the use of dramatic appeal is that it does not lead to a type of sustained plan- 
ning which will produce houses on the basis of the effective demand of these 
nonwhite families. 

It is not very reassuring to note that these 3,000 new dwelling units rep- 
resented all types of financing; VA and FHA insured and the conventional. 
In spite of the fact that FHA and VA state they will insure mortgages on 
homes in open or integrated tracts, the net result is they end up insuring only 
minority ones. In fact, if not in ideal, the economic value concept of homv- 
geneity continues to be the policy. 

For instance, the regional office of VA, located in Los Angeles, indicates that 
it will process a total of 60,000 loans this year. A mere fraction of these loans 
will be to nonwhite GI's, and most of these will be located in the Pacoima area 
where minority tracts are now being proposed with the VA-insured guaranty. 
The VA program is a most important one since in region XII it makes ap- 
proximately five times as many loan guaranties as FHA. It also has the most 
natural housing market in that GI’s of World War II and the Korean war 
make it up. The total number of veterans eligible for the VA program is 19,583,- 
000. The Negro would constitute 10 percent of this group, or 1,958,300. 

Unfortunately, VA does not carry statistics on the proportion of its loans 
to the minority GI. However, 4% million homes have been sold throughout 
the United States and, even if the percentage is not known, it is obvious, that 
a very small fraction of this number has come into the possession of the nonwhite 
GI. However it is also obvious that as long as the policy of insuring the minority 
tracts continues the nonwhite GI will be severely restricted in his efforts to get 
new housing. 

The voluntary home mortgage credit program is a rather recent quasi- 
governmental agency established for the expressed purpose of securing mort- 
gage money for (1) minorities, (2) small communities, (3) isolated communi- 
ties. The experience of the regional office for this area in finding mortgage 
loans for minorities is a rather bleak one. This is not a reflection on the 
office itself, but merely points out that most lending institutions are not inter- 
ested in this program. Only a few of the large insurance companies are par- 
ticipating, the best record being held by Prudential. After approximately 
a year of operation only 140 individual loans have been secured, representing 
$1,200,000. Nearly all of these individual loans, however, are located in north- 
ern California. An example of the breakdown of these loans, as they would 
apply to the State of California is as follows: 53 white and 58 nonwhite. Only 
three tracts have been submitted to the VHMCP from the southern California 
area and all three are located in Pacoima. Two factors mitigate against the 
effectiveness of this agency: (1) length of time in processing the applications, 
from 3 weeks to 6 months, with the longer period being the more usual one; (2) 
lack of interest on the part of banks, savings and loan associations, and other 
lending institutions. 

Other factors that affect the securing of finance might be referred to as 
penalties or premiums which face the developer and finally the consumer. A 
loan for a nonwhite family simply costs more. 


Builders 


The builder or developer who is interested in building for minorities, or tracts 
that are open to all buyers, give the following as their provlems: (1) Location 
of a suitable site. They believe that they must take into consideration the 
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general trends of the minority population movement. The site should be in line 
with this trend. It must be attractive and priced right. Sometimes this means 
using submarginal land because of its cheapness. Care must be taken as to the 
nearness of other tracts, since nearness to all white areas would bring pressures. 
These pressures could come from the inhabitants or the developer. 

(2) Construction financing in a legal sense is easy to obtain. However, the 
turndowns usually come because of certain research factors that the lending 
institutions go into extensively when it learns that the proposed tract is to be 
available to minority families. They are researched out. 

(3) The builder who desires to build integrated housing feels at a disad- 
vantage because other builders near him are not doing it. This, he believes, 
negates his sales possibifities. 

(4) The builders’ attitude often stems from a belief that the community is not 
yet educated sufficiently to accept integrated housing. 

(5) The final takeout loans are also difficult to secure when it is known the 
tract is for minorities or on an open basis. This factor, of course, affects the 
securing of a construction loan since that is dependent upon having a final 
mortgagee. 

(6) Excessive rates are a factor. Open occupancy or integrated housing 
always cause an increase in the interest rates or points. 

(7) There are many pressures that can be exerted within the industry itself. 
These pressures are usually of the type that will delay a project. The purpose 
of delay is to squeeze the profit margin to such a point as to make it too risky 
to go ahead. 

However, the positive factor on the side of the builders is that there is a 
growing number of builders and developers who would go into this type of 
market if the financing was more accessible and available. 

Marketing 

This applies to the realtor and the sales organizations of developers, con- 
tractors, etc. It is this group probably more than any other that determines 
what might be considered a “policy of containment.” It is they who map out 
the boundaries as to where the nonwhite shall or shall not buy—rent or not 
rent. It is they who determine the rate of mobility and the direction of the 
movement. It is within this segment of the housing industry that the economic 
value concept of “homogeneity” is strongest. Of course, there are realtors who 
will not abide by these edicts, but for the most of them the pressure to conform 
is so great that they dare not defy. 

A number of studies have been done on this particular question. Prominent 
among them are studies of Whittier, Lakewood, and Long Beach.’ These studies 
showed a number of attitudinal bases that realtors gave as specific reasons why 
nonwhites should not be permitted to move into tracts or specific areas of the 
communities. There were four that occurred most frequently : 

1. Nonwhites would not like living in this area since they prefer to be with 
their own. 

2. The white residents of our communities would dislike having nonwhites 
as neighbors. 

3. Nonwhites are poor credit risks and their job stability is not too secure. 

4. Nonwhites bring about a deterioration of the neighborhood and lower 
property values. 

These studies also showed the techniques in use to reject the nonwhite appli- 
eant. The study of Private Housing Boom—For Whites Only (Kirk and Spane), 
elicited 46 methods of rejection. The following are some of the techniques 
used : 

1. We appreciate your interest but we have just sold the last house in the tract. 
We would be glad to show you something in another area. 

2. Refusal to approve credit. 

3. Courteous acceptance of the application which is filed but never processed. 

4. Discourage them. This can be done in a courteous fashion. For instance, 
one real-estate salesman took a considerable amount of time to explain to the 
nonwhite applicant that he would be willing to sell him a house, but that he 
wanted him to know if he did the remainder of his houses could not be sold. 
This was not his idea of how things should be but, they were those of the white 


1 Housing for Minority Groups in Long Beach, Civic League of Long Beach, Exclusion 
of Negroes From Lakewood, Hugh Stanton MacColl. Private Housing Boom—For Whites 
Only, James H. Kirk, Ph. D., Lane D. Spane. 
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people who were buying into this tract. In other instances the applicants will 
receive a blunt statement, “We don’t sell to nonwhites.” 

5. Exercise the right of first purchase. This technique is used primarily with 
resale. It simply grants a housing association or development corporation the 
right to purchase a house being vacated and put up for sale. This right is only 
used when the prospective purchaser is a nonwhite. 

6. The imposition of qualifying conditions, one of which might be membership 
in an association that has been created by the realty interests. Memberships in 
these associations are restricted to Caucasians. 

7. Refusal to sell on the basis that the seller has the right to choose the 
purchaser. 

8. Quote an extremely high price or ask for an exorbitant downpayment. 

9. The use of the gentleman’s agreement. This is an understanding among 
a group of realtors that none of them will sell to a nonwhite in a specific area. 
This also has an interesting variation that stems from an effort to counteract 
the Supreme Court’s action eliminating the use of the restrictive covenant as a 
legal weapon. In this situation the agreement is between the property owers 
themselves. They agree not to sell to nonwhites. 


WAR HOUSING 


The experience of war housing is introduced to show two important factors: 

1. Difficulty of nonwhites to secure homes when war housing was in the 
process of termination. 

2. To show the relationship this experience will have to minority problems 
stemming out of the urban renewal program. 

The shift of population in Los Angeles during the war years placed an unusual 
strain on the total community, and necessitated the development of war hous- 
ing. The use and the extent of the war-housing project can best be illustrated 
through a close look at this use during the years 1951-52, just prior to the 
termination process which was started in July 1953 (1953 information shown 
on separate chart). 

A racial breakdown for the above indicated years follows: 
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Minorities composed 61.7 percent, 3.687 in number, of those being housed in 
war housing in 1951, and 65.9 percent or 2,442 in number in 1952.’ 

The highest percentage of minority occupancy to the total war period, is fairly 
amazing, in vjew of the fact that minorities only represented 13 percent of the 
total population. This is being interpreted to again reflect the acute housing 
situation for minorities and their inability to satisfy housing needs in the open 
market. 

The largest share of war-housing dwellings were under the operation of the 
city housing authority. In the last stages of this program, occupants were con- 
centrated in the Basilone, and Roger Young projects. The process of termi- 
nation of these projects was begun in July 1953, and completed March 1, 1954. 
However, statistical data was maintained only through December 1953. The 


2 Minorities in this instance includes the Latin Americans. 
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following charted information provides some details regarding the moving-out 
process : 
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Statistically, it becomes clear that with the end of the wartime economy and 
the shift to peacetime production skills, the greater portion of these war-housing 
workers with limited job skills were ultimately transferred to low-rent housing. 
The residue, seen in the second chart, were for the most part candidates for 
private-housing programs. This shows that even with the aid of the low-rent- 
housing program, which provided living quarters for the greater numbers, the 
nonwhite move-outs proceeded at one-third of the rate that the whites did. 

Taking a quick look at the current housing picture, we find that the urban 
renewal program, which includes urban redevelopment, poses for Los Angeles 
serious relocation problems, even at these initial stages of the program. This 
program will certainly be accelerated in the near future. With 46,000 federally 
subsidized units in the offing for the Nation this year, and no publicly announced 
plan for the construction of additional low-rent-housing units in future years, is 
cause for alarm. This concern stems from the potentially continuous need for 
low-rent housing to accommodate a portion of the relocatees. The remainder of 
the nonwhite relocatees will face equally difficult problems in finding homes for 
purchase or rental in the private housing field. 


THE EFFECTIVE NONWHITE HOUSING MARKET 


The FHA market analysis of 1954, indicated there is an effective demand for 
privately built new housing of 1,200 dwelling units for sale and 300 for rent. 
Fifty percent of the demand for new sale housing is concentrated in the price 
range of $8,000 to $9,500. An additional 25 percent is in the $9,500 to $11,000, 
and the remainder above $11,000. Seventy-five percent of the demand for rental 
housing is estimated to fall in the range of monthly rentals of $55 to $70, includ- 
ing utilities, with the remainder falling within the range of $70 to $80. How- 
ever, the actual price situation in terms of the nonwhite buying of older houses 
in the West Jefferson and West Adams area, along with the tract homes in 
Pacoima, shows most of the sales occurring in the $10,000 bracket and above. 
The repayment factor is good and the lending institutions that carry the bulk 
of these loans indicate that the default rate is comparable to that of whites. A 
valid assumption is that there is an excellent, stable housing demand. 


CONCLUSION 


It is obvious from the material contained in this statement that the housing 
market is anything but free for the nonwhite. He operates in a special and con- 
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trolled market. The housing situation continues to be serious because there is 
a continuous in-migration of new families, The population projection figures 
indicate that nonwhites will continue to arrive at approximately 1,200 per month. 

The containment policy will eventually lead to “ghettoization.” The area may 
expand, but the direction is clearly defined. A policy such as this condemns even 
a good area to become a slum. In light of our present knowledge of the cost of 
slums, the creation of new ones is criminal. 

We ask that the Congress give serious thought to the material contained in 
our statement and that it use its resources to obtain additional data on the prob- 
lems posed therein. Then, in light of these data, take the necessary legislative 
action to correct them. Even if the task seems complex, our request to the Con- 
gress is a simple one: that the housing market be made free and that the non- 
white families have equal access to and opportunity for the purchase and rent 
of homes. : 

Specifically, the following recommendations are made: 

1. The Housing Act should be amended to increase the loan insurance commit- 
ment provisions on rental housing to the same level as the insurable loan amounts 
for a sales housing. This would make the development of rental housing more 
attractive to builders and thereby increase the development of such housing at 
moderate rentals. 

2. The Housing Act should be amended to provide for a ratio of down payment 
to total cost which does not exceed 5 percent for housing having sale prices from 
$10,000 to $13,000. This is the price level at which the present down-payment 
requirements affect most buyers in two ways: (@) the proportion of down pay- 
ment is higher at this price level than at any other, and (b) it affects those peo- 
ple least able to pay. 

3. There is a need for a congressional program which will provide an on-going 
program for the building of low-rent-housing projects. Specifically, but not 
exclusively, the low-rent-housing construction should have a direct relationship 
to the urban-renewal programs now being developed in local areas. 

4. That the VHMCP be granted the power to make direct loans to qualified 
applicants when private lending resources are unable, and/or unwilling, to accept 
them. 

5. In urban renewal and redevelopment programs ample and stronger pro- 
visions for relocation assistance should be given to the onsite tenants. 

6. That FHA and VI insured loan guaranties be denied or withdrawn where 
race, creed, or national origin is used as a basis for rejection or acceptance of 
the applicants for tract construction or individual homes. 

7. That Congress investigate thoroughly the practice of interest rates that 
reflect a discriminatory pattern based on race and other types of practices which 
penalize builders when constructions are designed for the open market. 


APPENDIX 
Population 


The population of the Los Angeles metropolitan area has undergone remarkable 
growth in the past 15 years. As of July 1, 1955, the Regional Planning Commis- 
sion of Los Angeles County estimated the population of the county at 5,085,864. 
The population of the city at the same time was gaged at 2,189,128. These 
figures indicate an increase of 22.5 percent for the county, and 11.1 percent for 
the city over the 1950 figures. The 1950 figures in turn represent increases of 49 
percent for the county and 31 percent for the city over the 1950 figures. 

The most recent precise calculations available for the nonwhite population in 
the Los Angeles area are based on the 1953 special census of the city of Los 
Angeles, dated September 26 of that year. Total nonwhite population at that 
time was 254,585, an increase of 20.5 percent over the 1950 figures for the city. 
The 1950 figure of 211,585 represents in turn an increase of 116.2 percent over the 
1940 figure of 97,847. Thus we see that the truly amazing growth of the total 
population in the area was excelled by an even greater rate of increase on the 
part of the nonwhite population. 

The nonwhite census figures are projected to 1955 on the rate of the 1950-53 
change. The county nonwhite total can be estimated at approximately 350,000 
persons, while the city total comes to an estimated 280,000. These totals repre- 
sent a percentage increase of 27.9 percent in the county and 32.3 percent in the 
city between 1953 and 1955. 

A careful survey of population statistics in the central part of the city has been 
made. This survey concerned itself with population trends in all complete census 
tracts within the general boundaries set. (These boundaries are Olympic Boule- 
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vard on the north, Figueroa Street on the east, Slauson Avenue on the south, and 
Fairfax Avenue and the county line on the west.) 

A tract-by-tract count was compiled from Bureau of the Census publications 
for the appropriate years. The total population in the central area reached a 
peak in 1950 and has declined since. The Regional Planning Commission esti- 
mate indicated a population for this area of 256,878 on July 1, 1955. This repre- 
sented a decrease of 5.3 percent between 1950 and 1955, following an increase in 
population of 9.9 percent between 1940 and 1950. 

At the same time the nonwhite population in the central area has risen sharply. 
The last date for which nonwhite population can be precisely calculated is 
September 26, 1953, the date of the Los Angeles city special census. At that 
time the nonwhite population in the census tracts comprising the central area 
was 65,797, an increase of 76.5 percent over the 1950 figure of 37,299. This 1950 
figure in turn represents an increase of 164.8 percent over the 1940 nonwhite popu- 
lation figure of 14,086. These calculations reveal a startling picture of change 
in the racial composition of the area in question. 

If the census data for nonwhites in the central area projected to 1955 at the 
rate of the 1950-53 change, the 1955 nonwhite population can be estimated at 
80,000 persons. This represents an increase of 114.5 percent in the nonwhite 
population in the central area in the 5 years since 1950. 

In the period 1940-50 the population of Los Angeles County increased by 49 
percent, the population of the city 31 percent. Yet in the same period the popu- 
lation increase in the central area was only 9.9 percent. Nonetheless, the per- 
certage of increase of the nonwhite population in the central area was 164.8 
percent, as compared with 117.9 percent for Los Angeles County, and 116.2 percent 
for Los Angeles city. 

To put it more strikingly, between 1940 and 1950 the nonwhite population in 
the county at large increased 2.4 times the rate of increase of the total popula- 
tion. In the city the increase was 3.7 times the rate of increase in the total 
population. But in the central area the increase was 16.6 times the rate of 
increase of the total population in the area. 

The period 1950-55 presents a similar pattern. The total population of the 
city increased by 11.2 percent. At the same time the percentage of increase by 
the nonwhite population in the city at large was 32.3, a rate 3 times as fast. 
In the central area the total population declined by 5.3 percent. Yet, the non- 
white population in the area increased by 114.5 percent. Here the rate of gain 
of the nonwhite population in the central area was more than 3 times that of 
the total population of the city at large. And this in spite of a 5.3-percent 
clecrease in the total population in the central area 


Mr. Rarns. Gentlemen, our time is up. 

There is a gentleman back here, Mr. Poston says, who wants to 
identify himself and present a statement for the record. 

Is he there ? 

Come around, please. 

Identify yourself for the record there and we will take your state- 
ment. 

What is your name? 


STATEMENT OF ROBERT McINERNY, HEAD OF THE BUNKER HILL 
ASSOCIATION OF PROPERTY OWNERS 


Mr. McInerny. My name is Robert McInerny. I am the head 
of the Bunker Hill Association of Property Owners. 

I wanted to take an opportunity to explain a certain position that 
we have on this, and in lieu of the time situation, I imagine it is best 
for me just to give my statement to the committee. 

Mr. Rats. It will be included. Is it written up now or do you 
want to submit it later ? 

Mr. McInerny. It is written up now. 

Mr. Rats. Fine, indeed, we appreciate this. 
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(The statement follows :) 


SoutH BUNKER HILL ASSOCIATION, 
Los Angeles, Calif., November 17, 1955. 
To: House Committee on Banking and Currency. 
From: South Bunker Hill Association. 


This committee is aware of the request of the Community Redevelopment 
Agency of the City of Los Angeles for many millions of dollars in grant from 
the Federal Government to acquire approximately 136 acres of downtown Los 
Angeles property, referred to as Bunker Hill. The fact that the great majority 
of property owners on Bunker Hill are violently opposed to this plan has to be 
incidental to your deliberations as a national legislative panel, unable to enter 
into investigations of local problems. This we fully understand and appreciate. 
There is, however, a very serious responsibility in this overall situation which 
does intimately concern your committee. 

The operations of the Los Angeles Redevelopment Agency demonstrate the 
need for legislation which will sharply curtail the power of such an agency to 
take property by the process of eminent domain and which, in order to protect 
the integrity of the principle of private ownership of property, will permit owners 
of property needing renewal to secure Federal assistance in financing their 
projects. 

As Justice Prettyman has observed : 

“Of course, the plan as pictured in the prospectus is attractive. In all prob- 
ability it would enhance the beauty and livability of the area. If undertaken 
by private persons the project would be most laudable. It would be difficult to 
think of a village, town, or city in the United States which a group of artists, 
architects, and builders could not improve vastly if they could tear down the 
whole community and rebuild the whole of it. But as yet the courts have not 
come to call such pleasant accomplishments a public purpose which validates 
Government seizure of private property. The claim of Government power for 
such purposes runs squarely into the right of an individual to own property and 
to use it as he pleases. Absent impingement upon rights of others, and absent 
public use or compelling public necessity for the property, the individual’s right 
is superior to all rights of the Government and is impregnable to the efforts of 
Government to seize it. 

“That the individual is in a low-income group or in a high-income group or 
falls in the middle of the groups is wholly immaterial. One man’s land cannot 
be seized by the Government and sold to another man merely in order that the 
purchaser may build upon it a better house or a house which better meets the 
Government's idea of what is appropriate or well-designed.” 

Federal legislation which provides funds to an administrative body (HHFA) 
which in turn enables local redevelopment agencies to effectuate eminent do- 
main, possibly in an utterly capricious and arbitrary manner, is in effect, vio- 
lating Government seizure of private property. Please observe a vitally im- 
portant factor at this point; where complete redevelopment is necessary, and 
where no other remedy short of confiscating property by eminent domain for this 
redevelopment is possible, these means must be used. That principle was up- 
held last year by the Supreme Court in Berman vs. Parker. 

Many of you have seen the 136 acres of Bunker Hill recently. This section 
is not a slum area. Indeed, it does not approximate one. While an old section 
it has tremendous potential value considering its proximity to the very center 
of Los Angeles. The Community Redevelopment Association, while publicly 
stating their only interest to be that of improving this section, has never once 
contacted our formally organized group with the thought of working together 
in rehabilitating older sections of this area rather than to resort to confiscation 
of our property. Further, while soliciting governmental assistance for funds, 
the Community Redevelopment Association consciously present facts concerning 
the so-called blight that were erroneous and outdated. In short, this area had 
to be made to look bad in order for the Los Angeles City Council to approve 
petitioning the HHFA for funds. 

The redevelopment agency’s attempted justification for its action is “that the 
area is economically blighted” but this is not true. Fully a third of the area is 
presently being redeveloped by private interests. 

Over a period of time the redevelopment agency has attempted to make Bunker 
Hill a slum preserve, by prohibiting the building and sefety denartment cf the 
city of Los Angeles from taking any steps to require the renewal and rehabilita- 
tion of the area, and has discouraged those who wished to develop or redevelop 
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the area by the threat that in eminent domain proceedings no compensation 
could be allowed for those improvements. This slum preserve policy is not 
peculiar to the Bunker Hill area. Presumably by mandate of the community 
redevelopment agency, Gilbert Morris and the department of building and safety 
are prevented from enforcing the rehabilitation ordinance and building and 
safety codes once the redevelopment agency has designated the area a blighted 
area. 

The city of Los Angeles has a rehabilitation ordinance, the use of which in 
the Bunker Hill area, if it were permitted, would provide in the legal pressure 
necessary to compel any laggards to do their own redevelopment or sell their 
property. Use of this ordinance as part of a renewal plan under section 220 of 
Housing Act of 1954 would make available Federal assistance to the present 
property owners to accomplish their own redevelopment. 

The only fly in this ointment is that section 220 cannot be invoked by the 
individuals affected and the redevelopment agency which could invoke it, is 
stubbornly determined not to give any consideration to the rights, desires, and 
feelings of the present property owners, because it has its own ideas of what 
would present a more attractive appearance from an aesthetic viewpoint in 
location adjacent to the civic center. 

We are also of the opinion that there is a moral issue involved in preventing 
renewal or rehabilitation by the present owners. This is that, while it may be 
legal to seize private property from one person to sell it to another, it is not 
right to do so until all other possibilities have been exhausted. 

From an economic and financial standpoint, redevelopment as proposed by 
the Los Angeles agency is bad. The plan as proposed permits a $21 million 
subsidy to wealthy builders of high-cost, high-rent housing. Under a section 
220 project there should be no cost, except for planning and administration, and 
the contingent possibiilty of some small amount of loan delinquency. 

The committee has seen Bunker Hill and has seen the older properties which 
have been renewed to bring them up to modern building standards. 

We request that legislation should be drafted which would make it mandatory 
for an agency to draft a renewal plan and request Federal approval under 
section 220 upon the petition of 20 percent of affected property owners. 

We suggest also that the committee request regional and national officers of 
the Housing and Home Finance Agency to appear before it to justify, if they 
can, their approval of the use of Federal funds for redevelopment planning in 
relation to an area which is not a slum and is not economically blighted. 

Respectfully submitted for your consideration. 


a 


SOUTH BUNKER HILL ASSOCIATION, 
By Ropert McINeRNyY, President. 


SoutH BuNKER HILL ASSOCTATION, 


Los Angeles, Calif., November 18, 1955. 
Congressman RAINS, 


Chairman, House Committee on Banking and Finance, 


Los Angeles, Calif. 

HONORED Str: We, the Bunker Hill people, were astonished to learn that you 
did not know how consistently we have opposed the second, third, and fourth 
plans for the Fourth Street Freeway because they destroy ingress and egress 
for us and because of the grades. The only plan unanimously approved was 
the first plan; approved by the people and city officials, but also by all of the 
best engineers. This was a tunnel plan. 

More than 3 years have passed while this conflict continued. 
ments, such as new buildings, have taken place in this area. 

With these important developments and the increasing values of our property, 
the pressures against us have increased. 
side of this story even in the local press. 

Evidently a 136-acre subdivision, in the very center of this rapid growth and 
development with less than 200 remaining buildings exactly suits a speculative 
group. 


Major improve- 


It has not been easy to present our 


Its high value may be the reason it is represented to you as one of the three 
worst slums in the city. 

Surely a group as large as ours deserves consideration by your honorable 
«ommittee. 
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We understand the 220 plan is suitable for our area and property on it. Mr. 
Sesnon, himself, has recommended the plan for our neighbors in the Temple 
Street project. 

Respectfully submitted. 

SoutH BUNKER HILL ASSOCIATION, 
By Louis L. MELLON, Chairman. 


ExHIsits 1 


SoutrH BUNKER HILL ASSOCIATION, 
Los Angeles, Calif., November 4, 1955. 
Hon. ALBERT A. COLE, 
Administrator, Housing and Home Finance Agency, 
Washington, D.C. 

Dear Sir: The many owners and residents of Bunker Hill respectfully request 
that our section be declared a 220 area, like the new Temple Street project 
contemplated by the city redevelopment agency. Our recent survey of this area 
shows that it is not currently substandard enough to warrant the expenditure 
of large sums from the Federal Government. The United States census report 
of 1950 which is the basis for the redevelopment agency’s activities, shows a large 
number of slum properties, most of which have now been removed. Cleared of 
substandard dwellings, are the following sections: 

1. Four and one-fourth acres cleared by the open cut for highway purposes. 

2. Many blocks south of First have been cleared for parking by private 
owners, 

3. Two blocks on north side of First Street are cleared for the new county 
courthouse. 

4. All remaining buildings across the hill between First and Second Streets 
have just been taken over by the county for parking. 

5. All property on the hill north of First Street is under condemnation for 
development of water and power facilities and for county buildings and parking. 

Thus broad areas of slum properties have been removed and the small number 
of existing substandard areas do not justify the expenditure involved. 

We sincerely believe that the 220 plan is the most practical and the more 
economical means of taking care of this area, and we respectfully suggest : 

1. That the area currently proposed for a redevelopment project be designed 
instead for an urban renewal area, eligible for 220 and 221 financing; and 

2. That it be removed from the jurisdiction of the redevelopment agency and 
put under the jurisdiction of the department of building and safety, so they 
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can proceed with an active program of law enforcement, to the end that property 4 
owners will maintain their properties at safe and sanitary levels as they are i 
doing in other sections of the city. Vy 

The present program of the redevelopment agency is not feasible, due to the Ei 


very high values in the area. If normal economics of the real estate market were 
permitted to operate (without threat of eminent domain), this close-in area would 
fast take care of itself. 

Sincerely yours, 


Louis L. MELton, Chairman. 


[From Los Angeles Herald-Examiner, February 11, 1954] 
Crown HILL DowntToOWN Orn WELLS WEIGHED 


Redevelopment and drilling of new wells in one of the oldest oil districts in 
southern California became an issue before the city council yesterday. 

The council had a report of its planning committee, backed up by the city 
planning commission, that it would be feasible to redrill in the old Crown Hill 
area where oil wells now are pumping with primitive equipment and by deep 
and slant drilling oil may be pulled out from underneath the land occupied 
by the city hall. 

The area actually involved covers 3714 acres extending from College Street 
just west of Figueroa Freeway to the intersection of Chavez Road and Lilac 
Terrace immediately south of Elysian Park. 
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Mr. McInerny. I wonder if there were any questions the committee 
might have in listening to the former testimony on that that you might 
question me on at this time ¢ é 

Mr. Rains. The truth is that we don’t have time. You see the Air 
Force officers coming in now. 

Thank you very much. 

Mr. McDonovueu. Before the committee adjourns, Mr. Chairman, 
I have a letter here concerning a housing project in Congressman 
Bob Wilson’s district in San Diego which I request be inserted in 
the record of these hearings.. 

Mr. Ratns. It may be inserted at this point. 

(The letter follows :) 

NOVEMBER 7, 1955. 
Hon. Bos WILSON, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN WILSON: This is in response to your telegram of October 
25 concerning the status of the sale of our Linda Vista project CAL—4092, 
San Diego. 

The Public Housing Administration started planning the disposition of the 
permanent portion of Linda Vista just after World War II. This continued 
until the final subdivision plats were filed and accepted by the city of San Diego 
in late 1954 and early 1955, involving 8 subdivision units for sale on a basis 
enabling the approximately 3,000 family houses there to be sold for individual 
home ownership. 

Immediately upon the adoption of resolutions by the city council approving 
each subdivision plat the Public Housing Administration offered the units in 
question at fixed prices to occupant and veteran purchasers as provided by 
section 607 of the Lanham Act as amended. The first offering of units to priority 
purchasers, Classes 1 and 2, involving units 3 and 6, was made October 22, 1954. 
Offering of units 5 and 7 was made April 3, 1955, and of units 4 and 8 on July 
18, 1955. 

The success of the disposition program is shown by the eagerness to purchase 
the units. Many persons camped in the open for several weeks in order to 
exercise their priorities. The reasonable price at which these units were sold is 
evidenced by the sale of the multiple-unit structures. These were refused by 
priority holders and were disposed of by competitive bid, and the high bidders 
offered bonuses over the previously established price for such units. Substan- 
tially all these units of family housing have now been sold. 

The success of the disposition program is also evidenced by the recent purchase 
of some multiple-unit structures by the Linda Vista Baptist College and Seminary 
in its desire to make Linda Vista its permanent multimillion-dollar campus. 

We are proud of the accomplishment of our San Diego office in a most difficult 
situation. There has been a minimum of dissatisfaction on the part of the pros- 
pective purchasers, balanced by overwhelming approval on the part of the great 
majority. ‘Through the determined efforts of our San Diego office agreement was 
reached with the city of San Diego which provided for the subdivided sale of 
individual home ownership. Had agreement not been reached sale on an unsub- 
divided basis to private investors would have been our only alternative. 

The Public Housing Administration undertook more extensive improvement 
in the Linda Vista property than has been undertaken in any other FHA project. 
In proof, of the total allocation of disposition expenses for the last fiscal year 
nationally, better than 50 percent was allocated to San Diego so as to accomplish 
the overall improvement program planned for the benefit of the entire project 
with which we were concerned. Weare also happy that we have been in a position 
to accomplish this disposition in full conformity with the city resolutions and 
that the handling of the thousands of people who desired to exercise their priority 
was without substantial complaint or incident. The people of San Diego who 
were successful in purchasing their own homes in Linda Vista undoubtedly also 
have a sense of gratification in having finally achieved the purchase of their own 
homes to which they had so long looked forward. This result was largely pos- 
sible only through the extraordinary efforts put forth these last 2 years by our 
San Diego office working under the supervision of our San Francisco regional 
office. 

Sincerely yours, 
CHARLES E. SLUSSER, Commissioner. 
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Mr. Rains. I would like to say for the committee that our stay in 
Los Angeles has been most pleasant. The committee is indebted to you 
for the. fine treatment. We haven’t heard better witnesses anyplace 
else. The hospitality is as good as southern hospitality, and we appre- 
ciate it greatly. 

(Whereupon, at 10:55 a. m., the hearing was adjourned.) 
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